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PREFACE. 



Thb differences of opinion among politKal 

economists have of late been a frequent 

subject o£ complaint; and it must be 

aliowedi that one of the principal causes 

of them may be traced to the differcui 

meaulags in wliich the same terms have 

been used by diflFerent writers. 

> 

The object of the present publication is^ 
to draw attention to an obstacle in the 
study of political economy, whidi has now 
increased to no incon»derable magnitude. 
But this could not be done merefy by 
laying dowu rules for the definition and ap^ 
plication of terms> and defining conformably 
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tothem. It was uecessary to show the diffi. 
culties which had resulted irom aa iaatteution 
to this subject^ in some of Uie most popular 
works on political economy ; and this has 
naturally led to the discussion of certain im- 
portant principles and questions of dassifica- 
tioB, which it would be most desurable to 
stttlp previously, as the only foundation for 
a correct definition and application of terms* 
Tiiese are the reasons for the arrangement 
and mode treating the subject which has 
been adopted. 




Digitized by 



Definitions 

IN 

POLITICAL ECONOMy. 



Chapter h 

RULES TOR TKB DEFINITIOII AND APPUCATION OF 
TERMS IN POtlTICAL BCONOHT* 

In a mathematical defuiition, although the 
words in which it is expressed may vary, the 
meaning which it is in tended to convey is 
always the same. Whether a straiglU line be 
dehned to be a line which lies evenly between 
its extreme pdnts, or the shortest line which 
can be drawn between two points, there never 
can be a difference of opinion as to the hnes 
which are comprehended, and those which are 
not compi*ehended, hi the definition. 

The case is not the same with the defi- 
nitions in the less strict sciences. The classi- 
fications in natnral histoiy, notwithstanding* all 
the pains which have been taken with them» 

B 
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are still such, that it is sometimes difficult to 
say to which ot two adjpioiog plasses the in* 
dividaals on the confines of each ought to 
belong. It is still more difficult, in the sciences 
of morals and politics, to use tems which may 
not be understood ditferently by difierent per- 
sons, according' to their different habits and 
opinions. The terms virtue, morality, equity, 
charity, are in every-day use ; yet it is by no 
veaw wiyersally agreed what ara the pajrtlr 
culai* acts which ought to be classed under 
these different heads. 

Tha terms Ubertyi civil Ufaerty, pcditii)^ 
liberty, constitutional government^ ^ x. ^x., are 
fnsqumitiy iipderstoq^ in a diffimMit sppse by 
different pe^ns* 

It has somdimes been said of poUtii^ eoo? 
nomy, th^t i| approaches to the strict sdence 
of mathematics. But I fear it must be ac 
kapwlddged, particularly since tbd gieat devia 
tions wliich have lately taken place from tlie 
definitimis ai^d doctrines of Adam Smitb» that 
it a{^roaches more pearly tp the sciences of . 
morals and politics. 

. U ^iim n4 yet to be agr^ wh4 
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o^ght to be considered as the best definitioa 
of wualtli, of capital, of productive labour, or 
of value ; — ^whait is inaBnt by real wages ;— * 
what ii^ meant by labour \ — what is meant by 
profits ; — in what sense the term ^ denmod' is 
to be imderstoodt* ik^- 

As a remedy for such differences^ it \\m 
been suggested, that a new and moie per- 
fisct pomeucluture should b^ introduced. Ait 
ffaou^ tbe incon vmiienoes of a new nommcbh 
tiiie are much more than counterbalanced by 
its obvious utility in such sciences as chemis- 
try, botany, and some others, where ^ great 
variety of pbjects, not in general use, mui>t be 
anraaged and described so as best to enable us 
to ren^ember their characteristic distinctiou^ \ 
yet in such sciences as morals, pditics, and 
pditical ecoiu)my, where the terms are compa^ 
ratively few, and of constant application in the 
daily concerns of Ufe, jit is impossible to sup- 

^ It may seem strange to the reader, but it is never' 
theless true, that the meanings of all these tenns, which 
had been settled long ago, and in my opinion with a 
^eat approadi towards corre^nsss, by Adam Smith, 

Uave ui luJle bc€u called question, and altered. 

B% 
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pose that an entirely new nomenclature would 
be submitted to ; and if it were, it would not 
render the same service to these sciences^ in 
promoting their advancement, as the nomen- 
clatures of linnaBus, Lavoisier, and Cuvier, to 
the sciences to which they were respectively 
applied; 

Under these circumstances, it may be de- 
sirable to consider what seem to be the most 
obvious and natural rules lor our guidance in 
defining and applying the terms used in the 
science of political economy* Hie object to 
be kept in view should evidently be such 
a definition and application of these terms, 
as will enable us most clearly and conveni- 
ently to explain the nature and caa<;es of the 
wealth of nations ; and the rules chiefly to be 
attended to may, perhaps, be nearly included 
in the four following 

First. When we employ terms which are 
of daily occurrence in the common conver* 
sation of educated persons, we should define 
and apply them, so as to agree with the 
sense in which they are understood in this 
ordinary use of them. This is tlie best and 
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more desirable authority for the me^tiung of 
words. 

Secondly. When the sanction of this authot 
rity is not attainable, on account of further dis- 
tinctions being required, the next best autho- 
rity is that of some of the most celebrated 
writers in the science, particularly if any one 
pf thein has, by common consent, been cousin 
dered as the principal founder of it. In this 
case, whether the tem^ be a new one, bpm 
with the science, or an old one used in a new 
sense, it will not be strange to the generality of 
readers, nor liable to be often misunderstood. 

But it may be observed, that we shall not 
be able to improve- the science if we are thus 
to be bound down by past authority. This 
is unquestionably ti ae ; and I should be by 
HQ means inclined to propose to pohtical ecor 
nomists jurare in verba magistri,** when- 
ever it can be clearly made out that a change 
would be beneficial, and decidedly contribute 
to the advancement of the science* But it 
must be allowed, that in the less strict sciences 
there are few definitions to which some plau- 
sible, nay, even real, objections are not to be 
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made ; and, if we determine to have a neW 
one in every ease where the old one is not 
eompletei the dianoesare, that we diall 
subject the science to all the very serious dis- 
adTiltttages of a fiiequent change of teraiSf 
without finally accomplishing our object. 

It is acknowledged, howerer^ that a change 
may sometimes be necessary ; and when it is, 
the natural rules to be attended to seem to be. 

Thirdly. That th€l alteration proposed 
should not only remove the immediate objec- 
fioifs wlndh may have bcjen made to the terms 
as bdbre applied, but should be shown to be 
free from other equal or greater objections, 
and on the whole be obvioui^y more t$aeful 
in facilitating the explanation and improv e- 
ment of the science. A change wUi^ is 
always itself an evil, can alone be warranted 
by superior ntihty taken in ib0 most enlarged 
sensoi 

FodrtUyj Tlmt any liew definitions adopted 
should be confflstent with those which are 

allowed to remain, and that the same terms 
should always be applied in the same s^ise, 
except where inveterate custom has establkh^ 
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ed diflFerent meanings of the same word ; in 
ii?faich case the sense in which the word is used, 
if not marked by the context, which it gene- 
rally is, should be particularly specified. 

I cannot help thinking that these rules for 
the definitions iu political economy must be 
allowed to be obviously natural and proper, 
and that if changes are made without atten- 

liMi t§ theei^ W6 muM fl@6§s§^y ft ^reat 

risk of impeding^ instead of promoting, m 
^ogtess of the Science, 

Yet^ HU^cftigh these ities ippesi to bcf to 
obvious and natural, as to make one think it 
fAmm mpOssSble th^ tik^ tiboald ^iic^ 
attention, it must be acknowledged that they 
hdre been too often ort^rlooked by |)dlityt! 
dcohoitiists } it Viky tend to ilkisti^ 
their w&e and ilriporttoce^ and possibly excite 
e fitSe ifior^ tttteittioil to them m future^ to 
notice some of the most sticking deviations 
frm mrA )» tte ilr6rks i^Hters of tte 
l%hest teptitation< 
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Chaftjer II. 

THE DEFINITION 9F WEALTH BY TUB FRENCH 

ECONOMISTS. 

It will not be worth while to advert to the 
loisnoiners of the mercantile system ; but the 
eyst^n of the Frendi Economists was a sden- 
tific one, and aimed at pieeitsiou. Yet it 
must be acknowledged that their definition of 
wealth vidated the first and most obvious rule 
whidi ought to guide men of sdencef as wdl 
fu» others, in the use of terms. W^^h and 
riches are words in the commonest use ; and 
tiiou^ all persons might not be able at once 
to describe witli accuracy what they mean 
whm they speak of the wealth of a eonntry, 
yet all, we beheve, who intend to use the term 
in its ordinary sense, would agree in saying 
that they do not confine th^ tenn either to the 
gross raw produce, or the neat law produce 

of such country. And it is quite certain that 

two countries, with both the same gross raw 
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produoej and the same neat raw produce, 

might differ most essentially from each other 
in a great number of the most universally ac- 
knowledged characteristics of wealth, such as 
good houses, good furniture, good elodies» 
good carriages, which, in the one case, might 
be possessed oiily by a few great landlords, and 
a onatt number of manufisKHiirers and mer- 
chants ; and iu the other case, by an equal? or 
greater proporlion of landlords, and a itiuidi 
greater number of manufactures^ and mer^ 
chants. Tliis difference might take place 
without any difference in the amount of the 
raw produce, the neat produce, or the popula-* 
tion, merely by the ccmvenddn of idle retainers 
and menial servants into active artisans and 
traders. The result, therefore, of comparing 
t<^;ether the wealth of different countries, ac-> 
cording to the sense of that term adopted by 
the Economists, and accc^ding to the sense in 
which it is generally understood m society, 
would be totally different* And thb circum- 
stance detracts in a very great degree from the 
practical utility of the works of the Economists. 



Digitized by Google 



10 



GuAPXfA ilL 

• 

ON THE DEFINITION AND APPLICATION OF TERMS 

BT ADAM SMITH. 

In adverting to the terms and definitions 
ef Adttm 8!tuth# in his Wttltii Nft« 
tkms/' I tlmik it will be found that be has 
km fineqwntly and lesa stiikinglj deviated 
from the rakiB above laid down« and tiiat 
li0 lias more eemstaittly and indfofinly k^pt hi 
Tknr the paramount object ot exphdnhlg in the 
most inteUigible maiiaer the causes of the 
wedth tit natiens, tfCfoardBng to the onfinary 
acceptation of the expression, than any of 
the subsequent writers in tlie science^ who 
have essentially dittered from himt His £EioltB 
in this respect are tiot so much that he has 
dfteoi Men into the ocmmioa ertor, of OMig 
terms in a diflferent sense from that in wliich 
tfaey are ordiBanly applied in soeietyi bill 
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ihkt he is sometimes deficient ia the preci* 
dm of his ddfinitieiiik i and does Hot itilways^ 
when adopted^ adhere to them with sufticieiit 
iitrictiies^^ 

His definkion of wcialth, for u^tance, k 

not sufficiently accurate ; nor does lie adhere 
to it urith sufl^Girat wdlbnnity : yet it canliofe 
be doubted that he means by the term 
p^nHf ^ material producti^ Wbicfa afti 
tteeessary, iisdul» and agreeable to man, and 
are hot furnished by natiuc in unlimited 

abundattce; and I owh I feel quite <3oiivineed 

that it is in this sense in which it is most 
g^iemUy understood in sodety, aiidiliwMch 
it may be most usefully applied, in explaining 
the eaili^ of the wealth of nations. 

In adopting the labour which a commodity 
M ill command as the measure of its value, he 
lias not, as it appears to me, given the most 
conclusive reasons for it, nor has he in all 
eases niade it quite elear whether be means 
the labour which a commodity will com- 
mand, or Hie klbonr worked iip in it. He 
has more frequently lailed in not adhering 
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praetiicaUy to ibe measure be had proposed^ 
^nd in substituting as an equivalent the 
quantity of com a- commodity, ynll command, 
which, as a measure of value, hais properties 
eSs^tially distinct fnmi labour. Yet, witfi 
all thi^, it must be acknowledged that h^ 
has generally used the terms labour and 
value in the sense in which they are ordi^ 
narily understood in society,, and has, with 
lew exceptions, applied labour as the measure 
of value in the way in which it may be made 
most extensively useful in the explanation of 
the science* 

It has been sometimes objected to Adam 
Smith, that he has apphed the term produc- 
tive in a new and not very appropriate sense. 
But if we examine the manner in which this 
term is applied in ordinary conversation and 
writing, it must b^ allowed that» whatever 
meaning may be thought to attach to it, from 
its derivation, it is practically used as im- 
plying causation in regard to ^hnost fmy 
effect whatever. Thus we say ihat such and 
9uch things are productive of the best efiects. 
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nthei^ of the very worst ^ectd, and otherA 
are unproductive oij or do not produce, any 
perceptible eflFects ; meaning by these expres- 
sionsi that some thkigs cause the best eflfects, 
others the worst effects, others, again, cause 
no perceptible effiscts ; and these efifeets may, 
of course, apply according to the context^ 
and the snfoject under discussion, to the 
health of the body, the improvement of the 
mind, the structure of society, or the wealth 
of a nation. 

Now, Adam Smitli was inquiring into the 
nature and causes of the wealth of nations ; 
and having confined the term wealth to ma« 
terial objects, and described human labour as 
the main source of wealth, he clearly saw the 
necessity of uiakiug some distinction between 
those different kinds of labour which, without 
reference to their utility, he could not but ob- 
serve had the most essentially distinct eflfeets, 
in direcUy causing that wealth, the nature of 
which he was investigating. He called one of 
these kinds of labour productwct or productive 
of wealth, and the other unproductive, or not 

productive of wealth ; and knowing that it 
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would occasion mtermiiiable coQfu^n, and 
break down all the barriers between produc- 
tioa and consumptuMoi, to attempt to estiinate 
tlie circumstances which might mdirecth/ con- 
tribute to the produetioii of wealth, ba dor 
bribed productive labour in such a way, 
to leave no doubt that he ineant the labour 
which was so di^f^tly productive wealthy as 
to be estimated hi the quantity or value of the 
material object produced. 

In his application of the terms productm 
asd unproduetmf therofore, does not 
seem to have violated the usage of common 
conversation and writing ; and it af^ears to 
me, that, if we fully and impartially consider 
the consequences of making no distinction be- 
tween different kipds of labour, we niust feel 
the conyictioa that the terms which he has 
adopted are pre-eminently useful for the pur* 
pose to which they are apphed — ^that is, to 
enable him to explain, intelligibly and satisfac- 
torily, tb0 causes of the wealth of different na* 
tionsy according to the ui dinaiy meaning which 
men^atjadi to the term w^tfa, whatever vwy 
be their theoii^ on tbe subject. 
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WkBm Aiiam Smitti has mofit faiisA in the 

of bis teraiSf k in the applicatipu uf the 
wprd raa/. The real value of a coromodily 
h§ 4ii^tiop|ly fi^p6^ta41y (states to be tbii 

quantity of labour which it will commaad, ir^ 

OQiitr^diistinptiim tp ^ Bomioa^ values that 

it« value ji^ fi}uuey, or any otlfer bpe^:;ific co^It 
modity named. But while Jm id thus usipgf 
the wok4 i^P^i tfiis seui^ei |ie applies it to 
wages in a totally different sense, and says^ 
that the rml wages of labour are the 
lies aad conveiiiencies of life vvliich the mouey 

received by the labourer will enable him to 

comnjj^. Now, it must be aUowed that both 
tji^se modes of applying the word real, cannot 
be correct, or conm&t^ut witli each other. If 
the value of labour varies continually with the 
varying quiintity of the necessaries an4 co^^ 
veniencies of life which it will commandf it is 
oompletely inconsistent to bring it forward as 
a measure of real value. And if it can, with 
propriety, be brought forward as a measure 
of the real value of i^modities, it follows 
iieccbsaiily tliat the average vaiiie of a given 
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never be considered as in the slightest degree 
affected by the varying quautity ui couuuodi- 
ties for which it will exchange. Of this Adam 
Smith seemed to be fuUy aware in the fifth 
chapter of his first book, where he says dis- 
tinctly, that when more or less goods are 
.given in exchange for labour, it is the goods 
that y^ry, not the labour. 

It is evident, therefore, that to get right, we 
must cease to use the term real, in one or 
other of the meamngs in which it has been 
applied by Adam Smitii. 





1 




1 



tical economy in a different sense from that 
in which it was first used by Adam Smith, 
there could be no doubt that it might be ad*- 
vantageously continued, and the expression 
real value might answer its purpose very 
well, and save any question respecting the 
substitution of some other term, such as in* 
trinsic, positive, absolute, or natural* But 
as the term real has been very generally ap- 
plied, by most writers, to wages, implying 
the real quantity of the means of subsistence 

and comfort which the labodrer is eoabfed to 
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command, in contradistinction to his nominal 
or money miges; the matter cannot be so easily 
settled, and we must come to some determi- 
nation as to which of the two. meanings it 
would be most advisable to reject. 

Adhering to the rules which have been laid 
down, it will probably be acknowledged that 
the term reo/, when applied to the means of 
obtaining something in exchange, seems more 
natorally to imply the power of commanding 
the necessaries, convaiiendes, and luxories of 
life, than the power of commanding labour. 
x\ certain quantity of wealth is something more 
real, if the word real be used in its most 
ordinary sense, than a certaui quantity of la- 
boar; and if, on this account, we continue to 
apply the term real to wages, we must ex- 
press by positive, absolute, mtrinsic, or natu- 
ral, what Adam Smith has expressed by the 
word real, as applied to value : or it would be 
still better if political economists would agree 
in assigning a distinct meaning to the term va- 
lue, as contradistinguished from price, when- 
ever the value of a commodity is mentioned 

without mentioning any specific article in whidi 

c 
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it is proposed to estimate it, in the same raan- 
ner as the piice of a oommodity is universaUy 
understood to mean price in money, whenever 
ihetarm is used mthoui referring specificoUy 
to some other article. 

If, however^ it should be found that the 
term realf in the sense in which it is first and 
most frequently applied by Adam Smitti^ has 
by usage gotsuoh last hold ot tfaia meaniiig, 
that it caimot easily be displaced ; and, further, 
if it be tiiougfat tJb^t an adjunct ctf this kind to 
the term value will sometimes be wanted in 
e!X][danationSf and that to express what Adam 
Smith means, the term real i^ preferable to 
either of the terms intrinnc, positive, abso- 
lute, or natural, there would behttle objec- 
tion to letting it retain its first meaning, pro- 
vided we took care not to use it in application 
to the wages of laboui*, a& implying the ne* 
eessaries, oonveniencies, and amusemente of 
life. Instead of real wages, we must then say 
ODm wag-es, oommodity wages, wages in the 
means of subsistence^ (ht something of the kind# 
But tlie other change is obviously more simple^ 

and therefote in my opinion pr^rable. 
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CSAFTBft IV« 

APPLICATION OF THE TERM UTILITY Bt II. <AY, 

It would lead me too fiff and into too many 

repetitions, if I were to go through the prin- 
cipal definitions of the continental pdhioal 
economists, and examine the maimer in which 
&ey h&fe used tiieir terms in rtferenoe to the 
obvious rules above laid down ; but 1 oannoi 
resist noticing one very signal deviation from 
them in the justly distingmshed wodk oS If. 
Say. It relates to the term utiiitj/. 

It must be allowed by those who are ao» 
quainted with M. Say 's work^ hrst, that he has 
used the term utility in a sense totally diffisient 
from that in which it is used in common o(m« 
versation, and in the language of those who 

are considered as the best authorities in po« 
litical economy. Proceeding upon the prin- 
ciple, that nothing can be valuable which is 
not useful to some person or other, he has 
strangely identified ntihty nA value^ and 
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made the utility of a commodity proportiouate 
to its value, although the custom is universal 
of distiDguishiug between that which is useful 
and that which is merely high-priced, of that 
wMch is calculated to satisfy the acknow- 
ledged and general wants of mankind, and 
that which may be only calculated to satisfy 
tlie capricious tastes of a few. He has thus 
violated the first and most obvious rule for the 
use of terms. 

Secondly, he has gone directly against the 
usage of the best writers in political economy, 
and particularly against the authority of 
Adam Smith, whom he himself cbnsidm as 
the main founder of the science. Adam Smith 
has declared his opinion in the most decided 
manner on this subject, by contrasting value 
in use, and value in exchange, and illustrating 
the distinction between them by adducing the 
marked instances of a diamond and water. 
M» Say, therefore, ki the manner m which 
he has applied the term utility, has violated 
the second obvious rule for the use of terms, 
as well as the first. 

Thirdly, the objections to the old terms in 
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use, wealth aud vuluc, if tliere were my, do 
not by any means seem to have been such as 
to warrant the introductiou uf a new term. 
The object of M. Say seems to have been to 
show, that production does not mean produc* 
tioii of new matter in the universe, but I can- 
not believe that even the Economists had this 
idea ; and it is quite certaiu that Adain Smith's 
definition of production completely excludes it« 
**There is one sort of labour/* he says, " which 
adds to the value of the subject on which it is 
bestowed * and as it produces a value may 
be called productive."* There is, certainly, no 
question here about the creation of new mat- 
ter. And as M. Say observes, that when things 
are in their ordinary and natural state their 
value is the measure of their utiUty, while he 
had before affirmed that riches were in propor- 
tion to value»t it is difficult to conceive what 
beneficial pui-i^ose he could have in view in 
introdttcmg the term utility thus made synor 
nymous witli value or riches. 

* Wealth of Nations, b. ii. c. iii. p. i. vol. ii. 6th ed. 
t Traits d' Economic PoUtique, Uv. L c. L pp. 4, 
4th ed. 
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Fourtlily, as thp terms useful i^nd utility 

ife in suc4i voiy ixMq^Qioii use, when applied 

in tbeir aocustomed sense, s^d capQot easily 
be supplied by others, it is extremely diffi- 
cult to cqu6qq ibeir ajq^Uoatipu to the oew 
sense proposed by M. Say, It is scarcely 
possible not to use them sometimest as M. Say 
himself done, according to their ordinary 
aooeptatioa ; but this necessarily introduces 
uncertainty and obscurity into the language 
qf political economy. 

M. Say had before made Uttle or no dis* 
tinction between liches and value, two terms 
which Mr. Ricaido jugfly oonsideri as essen. 
tially different. He then introduces another 
term, utility, which, as he applies it, can hardly 
be distinguished from, either of the others. 
The new term, therefore, could not have been 
called for ; and it must be allpwed that the 
use of it in the sense proposed, \ iulates all 
the most obvious rules for the introduction of 
a new term into any science. 
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ON TU£ PEFINITION AND APPLICATION QP TERliS 

BY MR. RXCAKDO. 

Although it mu^st be allowed that tlve pri'- 

tflffkm <tf value whieh JAx. Itieardo \m endw" 

yuured to ei^tabUbh is an incomplete ope, yQt 
I cannot but tiiink tliai he haa coefemed m 
important benefit on tiie mence of poUtit^ttl 
economy, by drawing a marked line of distino* 
tioa b^een riches and value* A di&r« 
eiice had perhaps been felt by most writers, 
but none before him had sp strongly mariced 
it, and attached so much impoilance to it. He 
agrees estb^ly with Adam Smith in the fol'^ 
lowing definition of liohes i £very man i# 
rich or poor according to the degree hi which 
he can affi>rd to enjoy the necessaries, conve- 
niencies, and amusements of human life.'** 
And adds an observation in which I think he 
is quite right. Value, then, essentially dii- 
fen from riches ; for value depends not on 

* Wealth of Nations, v. p. 43« (Sth edit. 
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abandaiice, but on the difficulty or facility of 

protiuctioB."* Ue i>ub:>equeaUj says» ''al- 
though Adam Smith has ^ven the correct 
description of ncbes whidi i have more thaa 
once noticed, he afterwards explains them dif- 
t&ea&y^ and says that a man mast be rick 
or poor, according to the quantity of labour 
whidi he can afford to puidnse. Novr this 
description difiei^ ess^tially iran the otber^ 
and is certainly incorrect ; far suppose the 
mines weie to become more productive^ so 
that gold and silver fell in value, from the 
greater facihty of prcxluction ; or that velvets 
were to be manufactured by so much less la- 
bour than before, that they fell to half their 
former value ; the riches of all those who pur- 
chased these commodities would be increased ; 
cme man might increase the quantity of his 
plate, another mio lit buy double the quantity 
of velvet ; but with the possession of this ad- 
ditional plate and velvet, they could employ 
no more labour than before, because, as the 
exchangeable value of velvet and of {date 
m>uld be lowered, they must part with pro- 

* Polit, £con. c. p. 320. 3rd JBdit. 
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Iportionably more of these species of riches to 
purchase a day*s labour. Riches then cannot 
be estimated by the quantity of labour which 
they will purchase."* 

In these remarks I entirely agree with 
BIr. Ricardo. If riches consist of the neces- 
saries» conveniendes, and luxuries of life, and 
the same quantity of labour will at different 
times, and under different circmnstances» pro- 
duce a very different quantity of the neces- 
saries, conyeniencies, and luxuries of life, then 
it is quite clear that the power of commaadmg 
labour, and the power of commanding the ne- 
cessaries, conveniencies and luxuries of life are 
essentially distinct. One, in fact, is a descrip- 
tion of value, and the other of wealth. 

But though Mr. Ricaixlo has fully succeeded 
in showuig that Adam Smith was incorrect in 

* PoHt Econ. c. u. p. 326. 8rd edit-^It maybe re- 
marked, by the way, that Mr. Ricardo here uses labour 

as a measure of ralue in the sense in which I think it 
ought always tu be used, and not according" to his own 
theory. He measures the exchangeable value of the 
plate and yeWet^ not by the quantity of labour worked 
up in them, but by the quantity they will command or 
employ. 
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OGufounding wealth value, evpa according 
to his own descriptions ctf tfaem ; jfot be das . 
nowhere succeeded in making put the pro- 
priety of Aat peculiar view of yalqe whkdi 
^rms tlie ipo&t pro{uinent feature of work. 

He has not confined himself to the assertioii, 
that what he palls the v^ua of ^ coauooditf 
iii determined by the quantity of Iq.bour worked 

up m it; but be states^ in substanoei the 

lowing proposition, that commodities exqhaMg^ 
with each cDim accorduigr to fbe quantity of 
manual labour worked up in them, includiiig 
the labour worked up in the materials and 
tools consumed in their production^ as well as 
that which is more immediately employed,* 

Now this proposition is cpntradicted by 
universal experience. The slightest obsei va- 
tion will serve to convinoe us, that after 
making all the required allowances for tem- 
porary deviations team the natural and ordi- 
nary pourse of things, the class of commodities 
subject to this law of exchange is most ex- 
tremely confined, while the classes, not subject 
to it, embrace the great mass of commodities. 

* Polit Econ, c. u sec iii. pp. 18, 3id edit* 
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Mr, RicardOf indeed, iiiifiself admits of coa- 
«derable «eeptkms to lus rui^{ b^t if 
CTfimifffi tbQ clasfies which come under his 
»0^tions, that is, where the quantities of 
fixed papit^ empbye4 arp (iiffereat and of 
cUflferent degrees of duration, and where the 
periods of the letums of the oiroulatiag capital 
twanplqyed are not thq same, we shall fipd that 
they are so numerous, that the rule may be 
considered as the exception, and the ei^p- 
tions the rule. 







ffl 





pruceedb with liis rule as if there had been 

few or no exceptions to it : he eqieciaily esti- 
mates tiie value of wages by the quauUty of 
human labour worked up m them ; and as it is 
quite true, that if we look only to this element 
o( value, the value of wages has a tendency to 
rise in the progress of cultivation and improve- 
ment, he luus attributed the fall of piofits which 
usually takes place ui rich countries to the 
rise in the value of wages ; and, in fact, has 
founded bis whole theory of proits, which has 
been considered as the crowning achievement 
in the science, upon the rise and ia]l in the 
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value of wages. ** It has been my endeavour,** 
he says, to show throughout this work, that 
the rate of profits can never be increased but 
by a fall of wages."* Again he observeij, 
" Profits — it cannot be too often repeated — 
depend on wages ; not on nominal but real 
wages ; not on the number of pounds which 
may be annually paid to the labourer, but on 
the number of days' work necessary to obtain 

these pounds.'*t 

Real wages, then, according to Mr. Hi- 
cardo's definition, are determined by the quan- 
tity of labour worked up in the ai tides, which 
the labourer receives as a remuneration for his 
labour, whether food and clothing, or money. 

Now the meaiung here attached to the term 
real wages, on wliich Mr. Ricardo's theoiy of 
profits is made to depend, is quite unusual, 
and decidedly contradicts all the most obvious 
rules which suggest themselves for the appli- 
cation of terms m any science. 

In the first place, no one we believe ever 
heard, before the time of Mr. Bicaido, this 

* Polit. Econ. c. vii. p. 137, 3rd edit, 
t id. p. 152. 
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term used in conversation in snch a man^ 
uer, that an increase of real wages would 
geiiemlly imply a diminution in tlie means 
of subsistence and comfort among. the la- 
bouring classes and their families. Yet this 
would be the case, according to the sense 
in which Mr. Ricardo uses the term. Speak- 
ing of the different situations of the land- 
lord and the labourer, in the progress of 
society, after describing the increasing wealth 
of the landlord, he says, Hie fate of the 
labourer will be less happy ; he will receive 
more money-wages it is true, (and the money 
of Mr. Ricardo is here used as measuring 
what he calls real wages ;) but his com wages 
will be reduced ; and not only his command 
of com, but his general condition will be de- 
teriorated." With a continued mcrease of 
real wages, " the condition of the labourer will 
generally decline, while the condition of the 
landlord will always be improved/'* 

Secondly, No writer that I have met with, 
anterior to Mr. Ricardo, ever used the term 
wages, or real wages, as implying propoiliuns. 
^ Polit Econ. c T. p. 9B, 8rd e£t 
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Profits, indeed, imply {m)portioiis ; and the 

rate of })ruiits had always justly been esti- 
mated by a per omtageupon the value of the 
advances. But wages had . uQi£armiy been 
considered aa rising or Iklling, not according 
to any proportion which they might bear to 
the whole produce obtained by a certain quan- 
tity of labour, but by the greater or smaflw 
quantity of any particular produce received 
by the labourer, or by the greater or smaller 
power which such produce would convey, of 
commanding the necessaries and conyeniencieii 
of life« Adam Smith in. particular had oiiten 
used the term real wages^ and always ai the 
most natural sense possible, as unplying the 
necessaries and convenicncies of liie^ which, 
aocordmg to the common language and fed^ 
ings of men, might Justly be considered aa 
more real than moneys or any other particular 
article in which the labourer might be paid. 
And the use of the term, in this sense, by 
Adam Smithy and most other poUtical econo- 
mists, necessarily made the new interpreta* 
tion given to it more strange, and more im-> 
warranted* 
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Hiirdly, There were no objections to the 
sense in which the term was before aj^liecL 
It was both natural and useful. Nor was a 
new interpietatioii of it wanted for die pnr« 
pose of explanation. All the effects of the 
wages of labour upon profits might have 
been clearly described^ by stating^ that profits 
are determined by the proportion of the whole 
produce which goes to pay the wages of la^ 
bour, without calling this proportion, whether 
small or great in qnantitjr, the real wageg 
labour, and without asserting that, as the value 
of wages rises^ profits must proportiondbly 
fttt. Thatpr(^ts are determined by the pro- 
portion of the whole produce which goes to 
pay tiie wages of labour, ia a propoMtioHf 
which, when correctly explained, will be found 
to be trae, and to be confirmed by uniyersal 
experience ; while the proposition, that as 
the valae of wages rises profits proportionably 
fall, cannot be true, except on the assumption 
ti»t ooromoditiesi wUdi have the same qmat* 
tity of labour worked up in them, are always 
of the same value, aa assumption which pro- 
bably will not be foondto be tme in one esse 
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out of five hundred ; and this, not from atei- 
dental or tempordry causes, but from that 
natural* and neoessaiy state of things, which, 
in the pr(^ess of civilisatioa and improve- 
ment, tends continually to increase tlie quan- 
tity of fixed capital employed, and to render 
more various and unequal the times of the. 
returns ofihe circulating capital. Hie intro- 
duction, therefore, of a new meaning of the 
term real wages, has not certainly the recom- 
mendation of being more usefid. 

Fourthly, the new sense in which the term 
real wages is used, is not maintained with 
consistency, or applied to old facts and opi- 
nions, with a proper allowance for the change 
that has been made. This is almost unavoid- 
able, when old terms, which are quite femiliar 
in one sense, are applied in another and dif- 
ferent sense. It is particularly remarkable in 
Mr. Ricardo's use of his artificial money, which 
is meant to be the measure of real wages. 
Thus, he says, It may be proper to observe, 
that Adam Smith, and all the .writers who 
have followed him, have, without one excep- 
tion that 1 know of, maintained, that a rise in 
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the price of labour would be uniformly followed 
by a rise in the price of all commodities. I 
hope I have succeeded in showing that there 
are no grouuds for such an opinion, and that 
only those commodities would rise which had 
less fixed capital employed upon them than 
the medium in which price was estimated) and 
that all those which had moi e would positiydiy 
fall in price when wages rose. On the con- 
trary, if wages fell, those commodities only 
would fall which had a less proportion of fixed 
capital employed apon them than the medium 
in which price was estimated ; all those which 
had more would positively rise in price. ''"i^ 

Now all these eifects of a rise or fall in the 
wages of labour, depend entirely upon wages 
being estimated in Mr. Ricardo's unaginary 
niuncy. Estimated in this way, and in this 
way alone, Mr. Bicardo's statement wcaild be 
correct. But neither Adam Smith, nor any of 
his followers, down to the time of Mr. Ricardo, 
ever thought of estimating the price of wages 
in this way. And estimating them in the way 
to which they were always accustomed, that 

Polit. £con. c. i. sec. vi p. 45, 3rd edit 

D 
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is in money* a& they found it, they are quite 

justified ill what they ha\ e buiJ. AccuicUag 

to Adam Smith, at least, who estimates the 

value of cummudities by the quantity of labour 
which they wiU command, if the money wages 
oi labour universally rise, the value of money 
proportionably fells ; and when the value 
money ialis, Mr. Rioardo hunself says, that 
the prices of goods always rise. 

The diflEeraice, therefore, between Mr. Ri- 

cardo and Adam Smitli in this case, arises 
from Mr. Bieardo's forgetting that he was 
using the term price of labour in a difierent 
sense from tiiat in which it was used in the 
proposition objected to. 

Ill the same manner, Mr. Ricai'do's very 
startling proposition respecting the effects of 
foreign trade, namely, that " no extension a( 
foreign trade will immediately increai^ the 
amount of value in a country," arises entirely 
from his using the term value in a different 
sense from that in which it had been used hy 
his predecessors. 

If the value of foreign commodities impc»ted 
is to be estimated by the quantity of labour 
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worked up in the commodities seat out to ipur«* 
chase tliem, then it is quite true that, what- 
ever may be the returns, their value is unsus^ 
ceptible ul increase. But if the value of foreign 
oommodities imported be estimated in iha 
way in which they liad ever been estimated 
b(^re, that is, mtber in the money, in the 
labour, or in the mass of commodities which 
they would command when brought home, 
then there cannot be the least doubt that tb^ 
imimdiatc effect of a prosperous veutui e which 

gives great proto to the merdiants concerned 

would be to increase the amount of value in 
the country. The value of the returns com- 
pared with the value of the outgoings would, 
m this particular trade, be greater than usual ; 
and it is quite certain, that this increase of 
value in one quarter would not necessarily 
be counterbalanced by a decrease of value in 
any other. Practically, indeed, nothing is 
more usual than a simultaneous rise in the 
value of the great mass of commodities from 
a prosperous trade, whether this value be es- 
timated in money or m labour. 

It must be allowed, then, that Mr« Kicaidu 

D9 
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has been very far from cautious in the defini- 
tion and application of his terms, in treating 
of some of the most fundamental principles of 
political economy ; and I have very little 
doubt, as I have stated elsewhere, that this is 
one of tlie reasons why many of the readers 
of his work have found great difficulty in un- 
derstanding it When old and very familiar 
terms are used in a new sense, it is scarcely 
possible for the writer to be always consistent 
in their appUcation, and extremely difficult to 
the reader always to be aware of the sense 
meant to be affixed to tliem. 
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Chapter VI. 

ON rum DEFINITION AND APPLICATION OP TEEMS 

BY MR. MILL, IN HIS ** ELKMiil.Mb Ul i^ULlllCAL 

economy/' 

-Mr. Mill, in his ElemetUs of Political Eco^ 
lumiy^ professedly lays no claim to discovery* 
His main object seems to liave beeii to give 
the substance of Mr. Ricardo's work in a more 
concentrated form, and witli a better arrange- 
ment ; and this object he has accomplished. 
In the deiiuitiou and application of his terms 
he nearly follows Mr. Bicardo ; but it may be 
useful to notice a few cases, where he has 
either made the errors of Mr. Ricardo's defini- 
tions more promment, or has alteml without 
improving tliera. 

On his first approach to the question erf" 
value, he describes the causes which deter- 
mine it much more inaccurately than Mr. Ri- 
cardo. He says, that the value of commo- 
dities is determined by the qmiitit^ of capital 
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and kbourneoessaiy to produce them.''* But 

this is obviously uuU ue and quite inconsistent 
with what he says afterwards respectiApf the 
regulator of value^ It may be correct, and I 
fully believe it is, to estimate tlie value of 
labour by its quantity ; but how can we esti- 
mate the value of different kinds of maehinery, 
or different kinds of raw materials by their 
qmniity f The quantity of raw material con* 
tamed in a coarse and thick piece of calico, as 
compared with a very fine and thin piece of 
muslin, w uiked up by the same quantity of 
labour^ may be four or five times greater, while 
the value of it, and the degree in which it 
affects the value of the commodity, may be 
actually less. We cannot, in short, measure 
the value of any product of labour by its bulk 
or quantity ; and it must therefore be essen- 
tially incorrect to say, that the value of com- 
modities is determined by the quantity of ca- 
pital and labour necessary to produce them. 

Proceedinnr afterwards to investigate more 
minutely what it is, which in the last resort 

^ Elcmeuts of PoUt £con. c. ii; sec. iii. 75, 
2nd editt 
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ctetenniiiai the proportion in which commodi'- 

ties exchange for one another, he observesi 
that as all eapttal consists in oommodities, 
it foUowsi of ooui»e« that the first capital must 
have been the result of pure labour* The 
first ciMiimodities ciouid not be inade by any 
commodities existing before them. But if the 
first oommocUtieSi and of course the first capital, 
were the result of pure labouri the value of 
this capital, the quantity of other commodities 
for wMoh it would ex.ahange, must have been 
estimated by labour. This is an immediate 
eonsequence of the proposHioii which we have 
jast established^ that where labour was the 
sole insfaiimetit of produotidn, exchangeable 
value wfiUd detemined by the quantity of labour 
which the production of the commodity re- 
quited. If this be established, it is a neces^ 
sary consequence that the exchangeable value 
of all oommodities is determined by quantity 
of labour."* 

Now this necessftfy coitseqnenoe, whidi is 
here so confidently announced, does not appear 
to me to follow either from this statement, or 

* Ekmealfr «f P«Ul. £eoa. itt. sec. U. p. 9S. 
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from any thinj^ which is said subfiequmtlyl 

Allowing' tliat the first commodities, if com- 
pleted and brought into use iihmediatdy , might 
be the result of pure labour^ and that their 
value would therefore be determined by the 
quantity of that labour ; yet it is quite im- 
possible tliat such conuiiodities should be era- 
ployed as capital to assist in the production of 
other commodities, without the capitalist being 
deprived of the use of his advances for a certain 
period, and requiring a remuneration in the 
shape of profits. 

' In the early periods of society, on account 
of the comparative scarcity of the^ advances 
of labour, this remuneration would be high, 
and would affect the value of such commodities 
to a considerable degree, owing to the high 
rate of profits. In the more advanced stages 
of society, the value of capital and commodi- 
ties is largely affected by profits^ on account 
of the greatly increased quantity of fixed capi- 
tal employed, and the greater length of time 
for which much of the circulating* capital is 
advanced before the capitalist is repaid by 
the returns. In both cases, the at which 
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commodities exchange with eacli other, is 

essentially affected by the vaiying aiiioimt of 
profits. It is impossible, therrfore, «to agree 
with Mr. Mill, when he says, It appears by the 
clearest evidence, that quantity of labour in the 
last resort determines the proportion in which 
commodities exchange for one another."* 

On the same grounds Mr. Mill is quite in- 
correct, in calling capital hoarded labour. It 
may, perhaps, be called hoarded labour and 
profits ; but certainly not hoarded labour alone, 
unless we determine to call profits labour. 
This Mr. Mill himself could not but see ; and 
consequently, in liLs second editiou, he luis 
deserted Mr. Bicardo, and boldly ventured to 
say, that " profits are in reality the measuie 
of quantity of labour.^f But as this very pecu- 
liar and most unwarranted abuse of terms 
belongs, I beheve, originally to Mr. Maculloch, 
it may be best to defer the more particular 
examination of it, till I come to consider the 
definitions and appUcation of terms adopted 
by Mr. MacuUoch. 

* Elements of PoHt. Econ. c. iii. sec. ii. p. 94. 
t Id. c. iii. sec ii. p. 95. 
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In a work like that of Mr* Milli wluch has 

bo much the air of logical precision, one should 
have hoped and expected to find superior ao* 
curacy m the defiaitions, and great unifonnity 
in the appUcatkm of his tenoSf ih whater^r - 
sense he might determine to use them ; but 
in this the reader will be disappointed. It b 
difficult, for instance, to mfer from ibe languid 
of Mr. Mill, whether a commodity is to be 
considered as altering in its value iti propor-* 
tion to its costs of production, or in proportion 
to its power of commandmg' other eommodi** 
ties, and they are certaiuly not the same* 

At the commmencement of his sevciilh sec- 
tion, of chap« iii«4 entitled, What r§gt$kte$ 
the Value of Mon^,'' he says, 

By the value of mdtlej is here to be un-» 
derstood the poportion in which it exchanges 
for other commodities, or the quantity of it 
wtich exchanges for a certaui quantity <tf othev 
things." 

This is, to be sure, a irery ha, description 

of the value of money, very inferior in poiiit of 
accuracy, even to what would be understood 
by the general power of pmehmmg* What - 



Digitized by GoQgle 



mSL. MILL. 



are tiie things a certain quantity of which is 

h^ alluded to ? and if these things change in 
liie costs of iheir production^ witt money be 
proportionally affected i 

But we have a different and better descrip- 
tion of value in the next section. It is there 
said, that " gold and silver are, in reality, 
commodities. Hiey are commodities for the 
attainment of which labour and capital must 
be employed. It is cost of production which 
determines the value of these as of other or- 
dinary productions."* 

Now> if cost of production determines the 
value of money, it follows that, wliile the cost of 
producing a given quantity of money remains 
the same, its value remains the same. But it is 
obvious that the value of money may remain 
the same in this sense of the term, while, owing 
to the alterations wliich may be taking place 
in the costs producing the commodities al- 
luded to, the quantity of other things fur which 
it will exchange may be essentially different. 
Which of the two, tlien, is the true criterion 
of tlie value of money? It is surely most de- 

* Seci tili. p. 1SB« 
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siraJJe that the student in political economy 

should not be left in the dark on ttiis subject ; 
yet Mr. Mill gives him no assistance ; and he 
is left to decide . between two very different 
meanmgs as well as he can. 

But> perhaps, the most culpable confusion 
of terms which Mi\ Mill has fallen into, is hi 
relation to demand and supply ; and as he has 
a more^ original and appropriate ckun to tliis 
en*or than any other English writer, and its 
beUef leads to very important consequences, 
the notice of it is particularly called for. 

In the first place, no person can have turned 
his attention, in the slightest degree, to the 
language of poUtioal economy, either in con- 
versation or books, without being fully aware 
that the term demand is used in ' two very 
distinct senses ; one implying the quantity of 
Uic commodity consumed, and the other the 
amount of sacrifice which the purchasers are 
wilhug to make in order to obtain a given 
portion of it. In the former sense, an mcrease 
of demand is but very uncertainly connected 
with an increase of value, or a fiirther encou- 
ragement to production, as in general the 
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greatest increase of such kiud of demand takes 
place in ccmseqiience of af very abundant 
supply and a great fall in value. It is the 
other sense alone to which we refer, when we 
speak of the demand compared with the supply 
as detei mining the values and prices of com- 
modities; and ui this latter sense of the term 
demaadr which, perhaps, is in the most fre- 
quent use, an increase of supply is so far irom 
increasing demand that it diminishes it, while 
a diminution of demand increases it. 

Secondly, it has been generally agreed,, 
that when the quantity of a commodity brought 
to market is neither more nor less than suffi- 
cient to supply all those who aie able and 
willing to give the natural and necessary price 
for it, the demand may then, and then only, 
be said to be equal to the supply ; because, 
if the quantity wanted by those who are able 
and willing to give the natural price exceed 
the supply, the demand is said to be greater 
than Hie supply, and the price ises above 
the ordmary costs of production ; and if the 
quantity wanted by those who are able and 
willing to give Uic natural price fall short of 
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the »u{^ly, tbe demand is said to lie less ihm 

tlie supply, aiid the price falls below the ordi- 
Bary oosts of production^ Hiis is tbe language 

Adam Smith, and of ahnost all writei's on 
political economy, as wdll as the language of 
common conversation when such subjects aro 
discussed. Indeed it is diflScult to conceive 
in what other sense it oould , with any prc^uwty » 
be said, that the supply was equal to the de- 
mand, because in any odier sense than tbiSt 
the supply of a commodity might be said to 
be eqi^ to tiie demmd, whether it ware sell- 
ing at double or the half of its cost. 

Tliiidly, it must be allowed, that according. 

io the best authorities in books and coaversa* 

tbn, what is meant by the glut of a particular 
oommoditjr is such an abundant supply of it 
compared with the demand as to make its 
price fell below the costs of production ; and 
what is meant by a general glut» is such an 
abundance of a large mass of commodities of 
diffisrent lands, as to make thcon all fell below 
the naiui al price, or tlie orduiai y costs of pro- 
duction, without iany proportionate rise of price 
imany other equaUy hurge mass of commodities. 
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With tbese preliminary dafinitions, we may 
proceed to examine some of the arguments 
Jby which Mr« Mill endeavouis to show that 
demand and supply are always equal in the 
aggregate ; that an over snpply of some com- 
modities must always be balanced by a pro- 
portionate under supply of others ; and that, 
theiefore, a general glut is imposi^ble. 

If Mr. Mill had always stiictly adhered to 
fliat meaning of the term demmd for a com^ 
moditjf which signihes the quantity consumed, 
he might have maintained the position with 
which he heads the third section of his fourth 
chapter, namely, t/iat consumption is co-exten-- 
me fjoith produetian. This, however, is, in 
r^ty, no more than saying, that if commo- 
dities were produced in such abundance as to 
be sold at half their cost ol production, they 
would still be somehow oi otlier cunsum^— 
a truism equally obvious and fiitile. But 
Mr* Mill has used the term demand in such a 
way, that he cannot shelter hunself under this 
truism. He observes, ''It is evident that 
whate\ er a man has produced, and does not 
wish to keep for his own oonsttmptiotty is % 
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stock which he may give in exchange for 
other commodities. His will, therefore, to 
purchase,, and his means oC purchasing, in, 
other words, his demand, is exactly equal to 
the amount of what he has produced, and 
does not mean to consume/'* 

Here it is evident that Mr. Mill uses the term 
demand in the sense of the amount of sacrifice 
winch the purcha^ier is ajble to make, . in order 
to obtain the commodity to be 3old, or, as Mr« 
Mill correctly expresses it, his means of pur- 
chasing. But it is quite obvious that his means 
of purchasing other commodities are not pro- 
* pot tioiied to the quantity of his own commodity 
which he has produced, and wishes to part 
with ; but to its value in eocc/uinge ; and unless 
the value of a commodity m exchange be prp- 

* Elements of Polit. Econ. c. iv. s. iii. p. 225. If 
the demand of every indvidual were equal to his sup- 
ply, in the correct sense of the expression, it would be 
a proof that he could always sell his commodity for the 
costs of production, including fair profits; and then even 
a partial glut would be impossible. The ar^iment 
proves too much. It is very strange that Mr. Mill 
should not have seen what appears to be so very ob- 
vious,— that supply must always be proportioned tQ 
quantity^ and demand to value. 
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portioned to its quantity, it cannot be trae 
that tlie demand and supply of every indivi- 
dual are always equal to one another. Ac* 
cording to the acknowledged laws of demand 
and supply, an increased quantity will often 
lower the value of the whole, and actually 
diminish ihe means of purchasing other com« 
modities. 

Mr. Mill asks, What is it that is neces- 
sarily meant, when we say that the supply and 
the demand are accommodated to one ano- 
tfaer? It is this (he says) that goods which 
have been produced by a certain quantity of 
labour, exchange for goods which have been 
produced by an equal quantity of labour* Let 
this proposition be attended to, and all the 
rest is clear. Thus, if a pair of shoes is pro- 
duced by an equal quantity of laboui as a liat, 
so long as a hat exchanges for a pair of shoes, 
so loi^ the supply and demand are accom- 
modated to one another. If it should so hap- 
pen that shoes fell in value, as compared with 
hats, which is the same thing as hats rising 
in value, as compared with shoes, this would 
imply that more shoes had been brougiil to 
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market, m oompared witti bate. Shoes would 

tbeu be ia more tb^ due abiuxckoc^. Why? 
Becaosa in tiiem the produce of a certmn 
quaotity of labour would aot exchy>ge for the 

produce of au equal quantity. But for th^ 

very fiame reasoa, hati vroiild be ia le^ than 

due aboudance, becaui^ the produce of a cer- 
tain quantity of labour in them would ex> 
dmnge for the produce of more thai^ an equal 
quantity in shoes/'* 
Now« I have duly attended, according to 

Mr. Mill's iiiblructious, to the proposition 

which 18 to make all the rest dear; and yet 

the ccmdasious at which he wibhi^$ to mrivrei 
appear to me as much enveloped m darkness 
as ever. This, indeed, wa3 to be expected 
from the proposition itself, which obviously 
involvesa most unwananted dehoiUon of what 
h meant, when we bay tliat the bupply and th^ 

demand are accommodated to one another. 

It has already been stated that what ha^ iu«- 
tiierto bera meant, both in conversation and 
in the writings of the highest authority on 
poUtical economy, by the supply being acconir 

• £tem. of PoUi. Scon, c it. §. M. p. £98. 
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modated to, or equal to the demand, is, that 
the supply is just sufficient to accommodate 
all those who ai e able and willing to pay the 
' natural and necessary price for it, in wluoh 
case, of course, it will always sell at what 
Adam &nith calls its natural price. 

Now« unless Mr* Mill is ready to maintain 
that people would still say that the supply of 
a commodity was accommodated to the de« 
maud for it, whether it were selling at three 
times the cost of its produetion» or only one* 
third of that cost, he cannot maintain his de* 
finitian. He cannot, for instance, deny that 
hats and shoes may be both selling below the 
costs of production, although they may ex- 
change for each other in such proportions, that 
the hatii produced by a certain quantity of 
labour may exchange for the shoes produced 
by the same quantity of labour. But can it 
be 8€ud on this account, that the supply of 
hats is suited to the demand for hats, or the 
supply of shoes suited to the demand fot 
•hoes, when they are both so abundant that 
neither of them will exchange for what will 

fulfil the conditions of their continued supply? 

E 8 
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And supposing that, while botli are selling be*' 
low the costs of production, shoes should fall 
stiJl lower than hats, what would be the con- 
sequence ? According to Mr. MiD, "shoes 
would then be in more than due abundance. 
Why ? Because in them the produce oi a 
certain quantity of labour would not exchange 
for the produce of an equal quantity. But for 
the very same reason, hats would be in less 
than due abundance, because the produoe of 
a certain quantity of labour in them would 
exchange for the produce of more than an 
equal quantity in shoes. 

It will be most readily allowed that, in the 
case supposed, shoes will be in more than due 
abundance, though not lor tiie reason given 
by Mr. Mill. But how can it be stated, with 
the least semblance of trutli, that hats would 
be in less than due abundance, when, by the 
very supposition, they are seUing at a price 
which will not re-purchase the quantity of la- 
bour employed in producing them. 

Nothing can show more distinctly than the 
very case here produced by Mr. Mill, tliat his 

* £leni. of PoHt Econ. c. iv. s. ill. p. 284. 
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proposition or definition, which is to clear up 
everything, is wholly inapplicable to the ques- 
tion ; and tliat to represent the abundance or 
deficiency of the supply of one commodity, as 
determined by the deficiency or abundance of 
another, is to give a view of the subject to- 
tally different bom the reality, and calculated 
to lead to the most absurd conclusions. There 
is hardly any stage of society subsequent to 
the division of labour, where the state of the 
supply compaied with the demand of shoes is 
essentially affected by the state of the supply 
compared with the demand fur hats ; and in 
the present state of society in this country, 
w here the question of a general glut has aiisen, 
it is still more irrelevant to advert to any other 
objects as efficient causes of demand for a par- 
ticular commodity, except those which relate 
to the costs of producing it. 

The hop-planter who takes a hundred bags 
of hops to Weyhill fidr, thinks little more 
about the supply of hats and shoes than he 
does about the spots in the sun. What does he 

think about, then ? and what does he want to 

exchange liis hops for ? Mi*. Mill seems to 
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be of opinion that it wouid show great igno- 
ranoe of political economy, to say that what 
he wantg is money ; yet> notwithstanding the 
probable imputation of this great ignorance, 
I have no hesitation m distinctly asserting, that 
it really is money which he wants, and tliat 
fiuB money he must obtain, in tiie present stale 
of society, in exchange for the great mass of 
what he has brought to market, or lie will be 
nnaUe to carry on his business as a hop-* 
planter ; and for these specific reasons ; firsts 
tiiat he must pay the rent of his hop grounib 
in money ; secondly, that he must pay for his 
poles, his bags, his implements, Ac, &c., in 
money ; thirdly, that he must pay the nu« 
merous labourers which he employs on his 
grounds, during the coune of the ne^t year« 
in money ; and fourthly, that it is in money, 
and in money alone of all the articles brought 
to the hur, that he can calculate his profits. 

It is perfecfly true, that both the landlords 
and the labourers who are paid in money will 
finally exchange it for something else, as no 
. one enjoys money in kind, except the miser ; 
but the landlord who may spend perhaps a 
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good deal in poftt*hors6B, dinners at inns, and 

menial servants, would be little likely to ac- 
cept kom the hop-planter the artieles whioh 
« he could get at the fair in exchange for his 
hops ; and though the expendknre of the la* 
bourer is much more simptei and may be said 
to consist almost entii ely in food and clothing, 
yet it is quite certain that the power of com- 
manding a given quantity of labour can nevar 
be represented, with any approach tamx^B 
correctness, by a given quantity of com and 
clothing. As a matter of fcct, the kbonrer 
in this country is paid in money ; and while it 
often happens that for iriany years together 
the money^piice of labour remains the same, 
the money-price o! com is continually altering, 
and the labourer may, perhaps, reorive the 
value «f twice as much com ia one year as 
he does in another. 

What an entirely false view, then, does it 
give of the real state of things, what a com- 
plete obflcuration instead (tf illustration of the 
subject is it, to represent the demand for shoes 
as determined by the supply of hats, or the de- 
mand for hops by the supply of cloth, cheese. 
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or even com. In fact, the doctrine that one 
half of tiie commodities of a country necesMp 
lily constitute an adequate market or efiS^c^ 
tual demand for the other half, is utterly with- 
out foundation* Tlie great producera who are 
the great sellers, before they can venture to 
tfamk about the supplies of hats, shoes, and 
.doth, on which they may perhaps expend a 
teiitli paii of a tenth part of what they have 
brought to maiket, must first direct their 
whole attention to the replacing of their 
capital, and to the question whether, after re~ 
placing it, they will have realized fair profits* 
"Whatever may be the number of intermediate 
acts of barter which may take place in legard 
to commodities — ^whether the producers send 
them to China,* or sell them in the place 
where they are produced : the que&ticm as to 

* Foreign trade is, no doubt, mainly a trade of bar- 
ter; but the question whether British woollens find an 
adequate market in the United States, does not depend 
upon their purchasing the same quantity of tobacco as 
usual, but upon whether the tobacco, or whatever the 
returns may be, will purchase the Britisli money or the 
British labour necessary to enable the woollen manu- 
iacturer to carry on his business successfully. If both 
woollen manu&cturea and tobacco are below the costs 
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an adequate market for them» depends delu- 
sively upon whether the producers can repliice 
tbeir capitals witii' (xtiinary profits^* so as to 
enable them successfully to go on with their 

business. 

But what are their d^itals ? The]rare>as 
Adam Smith states, the tools to work witli, 
the materials to work up(m» and the means 
of commanding the necessary quantity of la- 
Inmr. Colonel Torrens, therefore, is quite 
right, when he says, that an increased pro* 
duction of those ailicles which do not form 
oomponent parts ca;»tal, cannot create an 
increased effectual demand, either for such 
articles themselves, or. for those other articles 
which do form component parts of capital."* 
And, perhaps, he maybe com^dered as making 
some approaches towards the truth, when he 
says, that effectual demand consists in the 

of production in iiiont y or labour, both parties may be 
carrying on a losing trade, at the time when the rate at 
which the two articles exchange with each other is the 
same as usual* This is the answer to the pamphlet, 
which M. Say addressed to me some years ago. 

* On the Production of W calth, c vi. s. vi, p. 349, 
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power aad iacUaation, on the part of con? 
sumers, to g^ive for oommodities, either by im- 
mediate or cirouitous barter, some greater 

proportion of all the ingrredieats of capital than 
their production costs/'* But in this latter 
position^ he is still very far irom represent- 
ing* what actually takes place. When w^e 
consider how much labour is directly employed 
in the production of the great raasjs uf com* 

modities, andreocdleot forther, that raw mate*- 

rials and machinery, the other two brandies 
of capital, are mainly produced by labour, it 
is obvious that the. power of jrqiladAg (mfi* 
tals wiU mainly depend on the power of com- 
manding labour : but a given quantity of what 
Colonel Torrens calls the ingredients of capi- 
tal, can never represent a given quantity of 
labour; and coniequeatly, if a given quaii% 
of labour be necessary in any production,., a 
very different quantity of the ingredients of 
capital would be required at ditlerent times, to 
occasion the same effectual demand for it. It 
is far, therefore, from being true, that if the 

* On the Production of Wealth, e. vi. s. yi. p. 849. 
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ingredients of capital, represented by a hun- 
dred and tm quarters of oom^ and a hoadrad 
and ten suits of clotliing, were increased to 

two hundred and twenty quarters of oonu 
and two hundred and twenty suits of clothings 
tiieeffeotoai demand for the article would 
be doubled."* 

It is still ftirlher from the troth, ^'that in* 
creased suH>iy is tJie one and only cause of 
increased effectual demand ;*'f and most happy 
is it for mankind &at this is not troe» If it 
were, how difficult would it be for a society 
to recover itself, under a temporary diminu* 
tion of food and clothing 1 But by a kind pro- 
vision of nature, this diminution, within cer- 
tain lunits, instead of diminishing, will increase 
effectual deniaud. Tlie theory of demand and 
supply, shows that the food and diothing thus 
diminished in quantity, will rise in value ; and 
univ^ersal experience tells us, that, as a matter 
of fiiot, the money-price of the remaining food 
and clothing will for a time rise in a greater 
degree than in proportion to the duninuiba 

^ On the Production of Wealth, c* vi. s. vi, p« 345. 
t Id. p, 348. 
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of its quantity, while the money-price of la- 
bour may remain the same. He necessary 
consequence will be, the power of setting in 
motion a greater quantity of productive in- 
dustry than before.* 

There is no assumption sq entirely fatal to 
a just explanation of what is really taking 
place in society, as the assumption, that the 
patural wages of labour in food and clothing 
are always nearly the same, and just about 
sufficient to maintain a stationary population. 
All the most common causes of an accelera- 
tion or retardation in the movements of the 
gi-eat machine of human society, involve va- 

* It is quite astonishing that political economists of 
reputation should be inciiaed to resort to any kind of 
illustration, however clumsy and inapplicable^ rather 
than refer to money. I suppose they are afraid of the 
imputation of thinking that wealth consists in money. 
But thou2;-h it is certainly true that wealth does not con- 
sist in money, it is equally true that mouey is a most 
powerful agent in the distribution of wealth ; and those 
who, in a country where all exchanges are practically 
effected by money, contimie the attempt to explain the 
principles of demand nnd supply, and the variations 
of wages and prufits, by referrinj^ chiefly to hats, shoes, 
com, suits of clothing, &c., must of necessity &il« 
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nations, and often great variations, in tiie real 

wages of labour. Commodities in general, 
and oom most particularly, are continually 
rising or falling in money-prioe, from the state 
of the supply as compared with the demuad, 
while the money-price of labour remains much 
more nearly the same. In the case of a rise 
of com and commodities, the real wages of 
common day-labour are necessarily diminished : 
the labourer obtains a smaller proportiuii of 
what he produces; profits necessarily rise; 
the capitalists have a greater power of com- 
manding labour ; more persons are called into 
full work, and the increased produce which 
follows, is the natural remedy for that state of 
the demand and supply, from whatever cause 
arising, which had occasioned the temporary 
rise in tiie money-price of commodities. On 
the other hand, if corn and other commodities 
fall in money-price, as compared with tlie 
money-price of labour, it is obvious that the 
day-labourer, who gets employment, will be 
able to buy more com with the money which 
he receives ; he obtains a laiger proportion of 
what he produces ; profits necessaiily fall ; the 
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oaftttaliste hare a dimiiiished power of eom- 
maading labour ; fawer persora aiie fully em- 
ployedf and the diminished production which 
fidlows* is ihe natural remedy for that state of 
the demand and supply, from whatever cause 
aiising, which occasioned the temporary M 

the mooey-price of commoditias. The op^ 
ration of these remedial processes to prevent 
the cootiiiuanoe of excess or defidctt is so mudi 
what one should naturally expectt and ii» so 
obviously confirmed by general eKperienoef 
that it is mconceiYabla thai a propositioii 
should have obtained any currency which is 
founded on a supposed law of demand and 
supply diametrieaUy oppos^ to these I'eme** 
dial processes. 

It will be recollected, that the question of a 
glut is exclusively whether it may be general, 
as well as particnlai', and not whether it may 
be permanent as well as temporary. The 
causes above mentioned act powerfoUy to pre* 
vent the permanence either of glut or scarcity, 
and to regulate the supply of commodi^es so 
as to mal^e them sell at thar natoml prices. 
But this tendency, iu the natuial coui^ of 
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things, toame a glut or a soaraty, is no mora 
a proof that saoh evils have never eiustad, 

than the tendency of the heahng processes of 
nature to cure some disorders wkfaout assisfr* 
anoe irom inau» is a proof tU^t such borders 
have not mkted. 

But to return more particularly to Mr. Mill 
After asMting that the supply is the demand, 
and the demand is the supply^ so ijrequaitly» 
that the unwary reader must feel quite at a 

loss to know which is whiobt he comes to a 

distinct conclusion, which is so diiecUy con-^ 
tiadictod both by theory and expmenoe, as 
to shew either that his premises must hava 
been fidse, or that what he calls his indisso- 
luble train of reasoning consists of mere un- 
connected links. He says, It is therefore 
unimsally true, that as the aggregate demand 
and aggregate siqpply of a nation never can 
be unequal to one another, so there never can 
be a superabundaut supply in particular in- 
stances, and hence a M in exchangeable 
value b^ow the cost of production, without 
a cui responding deficiency of supply, and 

hence a xise in exchangeable value beyond 
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cost of production in other instances. Hie 

doctrine of the glut, thereibre, seems to be 
di8|»t>ved by a chain of reasoning peifectly in- 
dissoluble/'^ 

While commodities are merely eompaied 
with each other, it is unquestionably true that 
they cannot all fall together, or all rise toge- 
ther. But when they are compared with the 
costs of production, as they are in <he above 
passage, it is evident that, consistently with 
the justest theory, they may all fidl or rise at 
the same time. For what are the costs of 
production ? They are either the quantity of 
momy necessary to pay the labour worked up 
in the commodity, and in the tools and ma- 
terials consumed in its production, with the 
ordinary profits upon the advances for the 
time that they have been advanced ; or they 
are the quantity of labour in kmd required to 
be woi ked up in the commodity, and in the 
tools and materials consumed in its production 
with such an additional quantity as is equiva- 
lent to the ordinary profits upon the advances 
for the time that they have been advanced. 

* £lem, of PoUt. £cou. c iv. s. iii. p. 234. 
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Now it rarely omnot be denied theoreti- 
cally, thai all commodities produced in thk 
country may fall iu comparison with a com- 
modity produced in Mexico* As littie oaa 
it be denied theori ikaily that all commodities 
jnoduced by British labour may fidl as com- 
pared with that labom*, either from an unusu- 
ally increased supply of such commodities, or a 
diminution of demand for them. And when» 
from these theoretical concessions, required by 
the universaUy acknowledged laws of demand 
and. supply, we turn to the facts, we see with 
our own eyes, and learn from authority whidi 
there is no reason whatever for doubtiug, that 
a very large mass of conmiodities does at 
times fidl bdk)w the costs of production, 
whether those costs be estimated in money or 
labour, without the slightest shadow of pre- 
tence for saying that any other, equally lai^ 
mass is raised proportionally above the costs 
of production. 

' Even within the very last year, it is a matter 
of the most public notoriety that the cotton 
jnanuiaptures, the woollen manu&ctures, the 

liuen manufactures, the silk . manufactmes, 

• F 
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have all faUen below tibe oosts of produciioii, 
mdudiiig ordinary profits. To go uo farther,^ 
the amount of these manufactures, taken 
togeHier* must, on a rough estunate, exoeed 

seventy miUions of pounds sterUng. And if 












productkui and over trading, and partly from 
their aecessaiy consequences, the shock to 
oonfidence and credit and the diminution of 
bills of exchange and currency, have fallen 
bekm the ordinary costs of production, what 
man is there credulous enough to believe that 
there must have been, according to the lan- 
guage criT Mr. Mill, ^' a correqponding defi* 
laency of supply, and hence a rise of ex- 
changeable value beyond cost of production 
in other instances "2 I doubt, indeed, much, 
whether satisfactory evidence could be brought 
to show that asingle million's worth of goods 
has ri^eu above the cost of production, while 
seventy millions' worth have fallen below it. 
- Consequently, if the definition of a general 
glut be a fall In a great mass of commodities 
below tiie costs o£ production, not count^-^ 
balanced by a proportionate rise of some 
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against the existence of a general glut, 
founded. QH a(^n of leadoniog perfectly 

indis^olubje," seema to be utterly without Ibuu- 



If filcts SQ notorious as these to which I 
have adverted ai«e either b(ddly denied, or 
considered as undeserving attention, ui iound- 
ing the theories of political economy, there is 
an end at once to the utility of the science. 

On the subject of the wages of laboui*, 
Mr. Mill has added his authority to the pecu- 
liar views and language of Mr. Ricardo, He 
says, Whatever the share of the labourer, 
such is the rate of wages ; and, m^e verm, 
whatever the rate of wages, such is the share 
of the commodity or commodities' worth which 
the labourer receives,"* Perhaps tlie term 
rate of wages used by Mr. Mill to express the 
proportion of the produce wluch falls to the 
diare of the labourer is in some respects pre- 
feiabie to the term real wages, xx^d by Mr* Ri- 
cai do for the bame purpose ; but still it is higiilj 
* JSlemeiits of Pdit. Econ. c« ii. sec, u» p. 41* 

F2 
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objectionable, because it is aii old and famfliar 
term used in an entirely new sense. When 
the , expressions high or low rates of wages 
were used, before the time of Mr. Bicardo 
and Mr. Mill, no one understood them to 
mean the proportion of the produce awarded 
to the labourer. In feet, this meaning had 
not been before conveyed by any appropriate 
terms in the language of politieal economy ; 
yet it is a meaning the expression of whidi 
was much wanted in explaining the theory of 
profits. To express it, therefore, a new term 
should certainly have been chosen, and not 
an old one, which was familiar in a different 
sense. There seems to be no objection to 
the terra proportionate icages, which has been 
used by Mr. Macculloch. 

On the whole, it must be allowed, that 
Mr. Mill in his Elements of Political Economy 
has but little attended to the most obvious 
rules which ought to guide political econo- 
mists in the definition and application of Hk&r 
terms. They are often unsanctioned by the 
proper authorities, and rarely maintained with 
consistency. 
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Chapter VIL 

ON THE DEFINITION AND APPLICATION OF TERMS, 
BY MR. MACCULLOCU^ IN UIS PRINCIPLES OF 
POLITICAL ECONOMY.'* 

However incautious Mr. Ricardo and Mr. 
AfiU may have been in the definition and appli* 
cation of their terms, I fear it will be found 
that Mr. Macculloch has been still more so ; 
and that, instead of growing more careful, the 
longer he considers the subject, he seems to 
be growing more rash and inconsiderate* 

The expositors of any science are in ge- 
nenl desirous of calling into- tfaeur service 
dehnite and appropriate terms ; and for this 
purpose their main object is to look for cha- 
racteristic differences, not partial resem* 
blances. Mr. Macculloch, on the other baud, 
seems to be only looking out for resem- 
blances : and proceeding upon this principle, 
he is led to confound material with immaterial 
objects ; productive with unproductive labour ; 
capital witli revenue; the food of tlie labourer 
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with the labourer bunself ; prodnctioa with 

consumption ; and labour with profits. 

That this is not an exaggerated view of 
what has been stated by Mr. MaccuUoch» in 
his Principles of PotitSad Ectmomy, any person 
who reads the work with attention may satisfy 
himself. 

Mr. MacciiUoch*$ definitioii of wealth* whkaii 

he considers as quite unexceptionable* is, 
those articles or produote which possess 
excb a liveable value, and are either necessir|r^ 
useful* or agreeabtei*'* 

It is not, pertiaps, quite unexceptioaahle to 
use the term value in a definition of wealUu 
It is something like explaining* igfu4wn per 
ignotius. But indepeudeatly of this objection, 
the definition » so worded, that it is left is 
doubt whether immaterial gratifications are 
meant to be included in it They are not iu 
general designated by the terms artkhs or 
products ; and it is only made clear that it is 
intended to indude them by a coUatend raaark 
on my definition of wealth, which I confine 
specifically to material objects, and by a soIh 

- ^ Principles of FoUticai Eoonsmy, part i p. ' 
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sequent definition of productive labour> whioh 
is made to include every gratification derived 
from human exeition» 

Mr. Macculloch, in the article on Political 
Economy which he publifllied in the Supple* 
ment to the Enojrdopeodia Biitannioa, had 
excluded these kinds of gratification from his 
definition of weidth, and had ghren suoh reasons 
for this exclusion^ as would fully have convinced 
Ine of its propriety, if I had not been convinced 
before. He observes that, ' ' if political econo* 
my were to embrace a discussion of the produce 
tion and distribution of all tbai is useful and 
agreeable, it would include within itself every 
other science ; and the best EncyclopeBdia would 
really be the best treatise on political economy* 
Good health is useful and delightful, and tliere- 
fore, on this hypothesis, the science of wealth 
ought to comprehend the science of medicine : 
dvii aiMl religious liberty are highly useful, 
and therefore the science of wealth must com? 
prehend the science of poUtics : good acting 
is agreeable, and therefore, to be complete, 
the science of wealth must embrace a discus- 
ma of the principles of tha histriooie art, and 
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SO on. Such defiuitioQs are obviously worse 
than useless. They can have no eflfect but to 
generate confused and perplexed notions re* 
Upecting the objects and limits of the science, 
and to prevent the student ever acqiuring a 
dear and distinct idea of the inquiries in which 
he is eng-aged/** -> 
On these grounds he confined wealth to. 
material products ; but, iu the same treatise, 
he mduded^ in his definition, of productive la*, 
hour, all those sources of gratification which 
he had, with such good reason, excluded bom 
his definition of wealth. When he had done 
this, liowever, he could not but be sti uck with 

* These remarks were principally directed against 
Lord Lauderdale's definition of wealth-'^aU thai man 
dmra at useful amd delightful to km; but they apply 
with nearly equal force to Mr. MaccuUoch's present de- 
finition, which is limited to those objects which possess 
exchangeable value. According to Mr. MaccuUoch's 
own statement, health is purchased from the phyndaii, 
and the gratification derived from acting from the actor ; 
and it mnst be allowed that it is impossible to enjoy the 
benefits oi civil and religious liberty without paying- 
those who administer a good government. It has been 
said by Mr. Uallam, with some truth, that the liberties 
of £ngland were chiefly obtained by successive pnr^ 
diases firom the crown* 
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the iaconsistency of saying that wealth con- 
sislad exdnsiYely of material products, ->aiid 
yet that all labour was equally productive of 
wealtl), whether It produced material products 
or not. To get rid of this inconsistency, he 
has now. altered his definitiou^ by leaving out 
the term material products ; and it remains 
to be seen, whether iu so doing he has not 
essentially deviated from the most obvious 
rules which should direct us in d^ing our 
terms. 

His definition of wealth, as explained by 
what he subsequently says of productive la* 
bour, now indudes all the gratifications derived 
irom menial service and followers, whatever 

' Now let us suppose two fertile countries 
with the same population and produce, in one 
of which it was the pride and pleasure of the 
landlords to employ their rents chiefly in 
maintaining menial servants and foUowers, 
and in the other, chiefly in the purchase of 
mamifaetares and the products of foreign 
commerce. It is evident that the different 
results would be iiearly what I described in 
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q[>eakiiig of the coDsequeaoes of the dehmtum 
of the Economists. In the country, where the 
tastes and habits of the hmdlords led iliem to 
pr^er material coiiveniendes and luxuries, 
there would, in the first place, be in all pro« 
babiUty a much better division of landed 
j)roperty ; secondly, supposing the saoae agri- 
ookuFal capital, ihen would be a very mu€h 
greater quantity of manufacturing and mer-* 
eantile capital ; and iMrdly, the structure of 
society would be totally ditierent. In tke one 
l^ntry , there would be a lai^ body of persons 
living upon the profits^ of capital; in the other, 
comparatively a very small one : in the one, 



f 




1 





in the other, the society would be divided 
Idmost entirely between a few great land- 
lords and their menials and dependents : in 
the one country, good houses, good furniture, 
^ dotiies, and good carriages, would be 
in compai ative abundance ; while in the other, 
these convemmcies would be oon&ied to a 
very few. 

^ Now, I would ask, whether it would not be 
the grossest violation of all common language^ 
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and all common feelings and apprehensions, to 
say that the two countries were equally rich I 

Mr» MaoGullocb, hoifv^ver, has cttscdvered 
fliat there is a resemblance between the end 
aooomplished by the menial servant (ht de^ 
pendent, and by the manufacturer oragri** 
iDtdturist. He says, " The end of alt human 
exertion is the same ; that is, to increase 
the sum of necessaries, comforts, and enjoy-^ 
ments ; and it must be left to the judg^ 
ment of every one to determine what pi opor- 
tioii of these comforts he will have in the 
^pe of menial services, and what in the 
shape of material products*"* 

It will, uideed, be readily allowed, that- 
even the third footman who stands behind a 
' ooach, and seemii only to add to the iktiguc^ 
of the horses and the wear and tear of the 
GMrriage, is still employed to gratify sohm^ 
want or wii^ of man» in the same manner as 
the riband maker or -the lace maker. It wiH 
fiirther be readily allowed, that it is by no 
means poUtic to interfere witli individuals in 
the modes of spending their incomes. But 

♦ Pimcipies of Poiit. £coii.» part iv* p. 406. • 
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does it at all follow irom tius» that if these 
different kinds of labour have very different 
effects on society in regard to wealth, as the 
term is understood by the great mass of man* . 
kind, that they should not be distingaished 
by difierent appellations, in order to fiualitate 
the explanation of these diflFerent efifects? 
Mr« MaccuUoch might unquestionably discover 
some resemblance between the salt and. tiie. 
meat which it seasons : they both contribute,, 
when used in proper proportions, to. compose 
a palatable and nutritive meal, and in geneiul 
we may leave it to the taste and discr^km 
of the individual to determine these propor- 
tbtts i but are we on that account to eon- 
found the two substances together, and to 
affirm that they are equally nutritive? Are 
we to define and apply our terms in sudi* ^ 
way as to make it follow from our statements, 
that, if the individual were to oompomui 
repast of half salt and half meat^ it would 
equally conduce to his health and strength ? 

But Mr. MaccuUooh states, that a taste for 
the gratifipations derived from the uuproducr 
tive labourers of Adam Smith has smdlj 
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4ie same effect upon national wealth » a 

taste for tobacco, champagne, or any oilier 
liixmy/** This may be dumtly denied, 
unless we define wealth in such a manner as 
will entitle us to say that the enjoy meuts 
deiiyed by a few great landlords, from the 
parade of menial servants and followers, will 
tell as effectnally in an estimate of wealth as a 
large mass of manufi»cturers aad foreign com- 
modities. But when M. Chaptal endeavoured 
to estimate the wealtii oi France, and Mr. Col- 
quhoun that of England, we do not &ad the 
vahie of these enjoyments computed in any 
of their tables* And certainly, if wealth 
means what it is understood to mean iu com- 
mon conversation and - in the language of the 
highest authorities in the science of Political 
Edonomy, no effects on national wealth can 
or will be more distinct than those which 
result from a taste for material conveniencies 
and luxuries, and a taste for menial servants 
and followers. The exchange of the ordinary 
products of land for manufactures, tobacco, 
and champagne necessarily, generates capital ; 

♦ Principles of Polit. Econ., p^t iv. p. 410, 
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mud the more such ^dianges prevail the 
more do tbo^e advantages prevail whidi 
jiemli from the growth of cafdtal and a beUer 
structure of society; while an exchange <rf 
necessaries for menial services, b&^ond a oer^- 
tain limited amount, obviously tends to check 
ihe growth of capital, and, if pushed to a oon- 
siderable extent, to prevent accumulation 
entirely, and to keep a country permanently 
in a semi-barbarous state, 

BIr. MaccuUoch, when not under the iii- 
fluence of his definition, justly observes, that 

the great practical problem, involved ia 
that part of the science of political economy 
which treats of the production of wealth, must 
resolve itself into a discussioa of the means 
whereby the greatest amount of necessaiy, 
useful, and desirable products m^y be ob- 
tained with the least possible quantity of 
labour/'* But among the unproductive 
labourers of Adam Smith there is no room for 
such savmg of labour* The pi:e-eminent ad- 

• Principles of Polit. Ecou., part ii. p. 71. This 
laiigua2;e has absolutely no meaniiig, if all labour be 
equally productive iu regard to national wealth. 
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ifiintages to be derived from CipMal, madii* 

nejry, mi. the divisioa oi labour^ ar^ hem 
almost QuUrely lost ; and iu most lustaDces iLe 
wmg of labour would defeat the velry end in 
viewt namely, the parade of atteudaucei aod 
the pride of commanding a numeitiiie body of 
foUoweivi. 

Now, if the employment of the labour re- 
quired to produee material conveiiietioies and 

luxuries necessaiily occasions the creation and 
^distribution of capital, and* fnithar^ affords 
room for all the advantages resulting from 
the saving of labour and the most extended 
Use of madiinery ; while the employment of 
the labour, called by Adam Smith unpro- 
ductive, is necessarily cut off from all these 
benefits, I would ask whether these two cir« 
cum&tauces alom do not form a sufficiently 
maifeed line q[ distmctkm amply to justify the 
dasaification of Adam Smith ; and the utility 
of such a dassification, in explaining the 
causes of. the wealth of nations, is most obvi- 
ous and striking. 

So difficult is it, consistently, to maintain 
a definition which contradicis the common 
usage of language, and the common feelings 
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of mankind, that I have not the least doubt, 
if Mr. Macculloch himself were to travel 
through two countries of the kind before 
described, that is, one flourishing in manu- 
factures and commerce, and the other, though 
with the same population and food, furnishing 
little more to the great mass of its people 
than panem et OhrcemeB^ he would call the 
latter poor^ and the former comparatively 
rich. 

Now^ what must have been the cause of 

this difference ? Adam Smith would give a 
^mple^ sufficient^ imd most intelligible reason 
for it He would say, that the number and 
powcre of those whom lie had called produc- 
tive labourers^ had been much greater in one 
country than in the other. This seems to be 
a clear and satisfactory explanation. How 
Mr. ^ Macculloch could explain the matter 
according to doctrines which make no dif- 
ference between the different kinds of labour, 
I am utterly at a loss to conjecture^. 

* Mr, Macculloch dwells very mudi upon the ex- 
treme importance of accumulation to the increase (jf 
national wealth. But how are the gratifications a^brded 
by menial servants to be accumulated? 
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Perhaps^ however^ he would say^ upon re« 
collection^ tliat his definition of wealtli did not 
ob%e him to allowihat there would really 
be any diiierence in the wealth of these two 
countries. In that case^ I think it may be 
very safely said that his definitiim of wealth 
violates all the most obvious rules for the 
definition and application of terms. It is op^ 
posed to the meaning of the term wealth as 
used ui common conversation ; it is opposed 
to the meaning of the term wealth as appUed 
by the writers c( the hig-hest authority irt 
political economy ; it is so far from removing 
the little difficulties which had attended 
former definitions of wealth and productive 
labour^ tliat it very greatly aggravates tliera ; 
it so contradicts our common habits and feel- 
ings^ that it is scarcely possible to mamtain it 
with consistency* 

Mr. Maoculloch's definition of capital has 
exactly the same kind of character as his de- 
finition of wealthy namely^ that of being so 
extended as to destroy all precision, and to 
confound objects which had before been most 
usefully separated^ with a view to the expla- 

G 
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nation of the causes of the wealth of nations. 
The alteration of a definition seems mth Mr, 
MaccuUoch to be a matter of very slight con- 
aequenoe. The following passage is certainly 
a most extraordinary one. The cs^ital of 
a country may be defined to be lhat portion 

qf th^ produce of indmtiy existing in itf tohich 

can be made directly available^ cither to the 
wpport of human emtence^ or to the facUi- 
toting qf production. This definition ditters^ 

from that given by Dr. Smith, wiiich hab been 

adopted by most other economists* The 

whole produce of industry belonging to a 
country^ is said to form its stock ; and its 
capital is supposed to consist of that portion 
only of its stock, which is employed in the 
view of producmg some species of commo- 
dities. The other portion of the stock uf a 
country^ or that which is employed to main- 
tain its inhabitants^ without any immediate 
view to production, has been denominated its 
revenue, and is not supposed to contribute 
anjlhiag to the increase of its wealth.*' 

These distinctions seem to rest on no good 
foundations. Portions of stock employed 
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irifboiit any immediate view to production, 

are often by far the most productive. The 
stock, for example, that Arkwright and Watt 
employed iu their own couisiunptiou, and with* 
out which they could not have subsisted, was 
laid.out as revenue; and yet it ia quite certain 
that it contributed infinitely more to iiicreasa 
flimr own wealth, as well aa that of the coun- 
try, than any equal quantity of stock expended 
on the arttsans in their service. It is always 
extremely difficult to say whether any portion 
of stock is, or is not^ productively employed ; 
and any definition of capital which involves 
the determination of tiiis point, can only serve 
to embarrass and obscure a subject that is 
otherwise abundantiy simple. In our view of 
the matter, it is enouj^h to constitute an article 
capital, if it can either directly contribute to 
the support of man, or assist him in appro- 
priating or produdng commodities ; but the 
question respecting the mode of employing 
an article ought certainly to be held to be, 
what it obviously is, peifectiy distinct from 
the question whether that article is capital, 
for any thing that we can d priori know to 

6 9 
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the conbaiyt a horse yoked to a gentleman's 
coach may be just as productively employed 
as if he were yoked to a brewer's dray, Ihough 
it is quite plain, that whatever diffei^noe may 
really obtain in the two cases» the identity of 
the horse is not affected ; he is equally po»* 
sessed, in the one case as weU as the other, 
of the capacity to assist in production, and 
so long as he possesses that capacity, he 
ought to be viewed, indepeiidi^ntly of all other 
considerations, as a portion of the cqiital of 
the country."* 

If these doctrines were admitted^ tiiere 
would be an end, at once^ of all classifications^ 
and of all those appropriate designations 
which so essentially assist us, in exfdaining 
what is going forward in society. If the dis- 
tinction between the whole mass of the pro- 
ducts of a country^ and those^ parts of it which 
are applied to perform particular functions, 
rests on no solid foundation, it may be asked, 
ou what better foundation does the distinctiou 
between the mass of the male population of a 
country, and tlie classes of lawyers, physicianSj 

* Principles of Polit Ecuii., part ii. p. 92. 
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nanu&ctaTeiB, and agricnltuiisfas rest? They 
all equally come under the general denomi- 
nation of men ; but particular classes are 
most us^ully distinguished by particular ap- 
pellations founded on the particular functions 
which they generally perform* 

The bread which I consume myself, or give 
to a menial servant, is a part of the general 
produce of the country, and may not be difier« 
ent from tliat which is advanced to a manu- 
fiicturer or agriculturist When I or my 
servant consume the bread, it performs a 
most neomsary and important sendee, no less 
than the maintenance of life and health : but 
in obtaining this service my wealth is pro 
tatUo diminished. On the other hand, it I 
give the same kind of bread as wages to a 
manti&cturer or agricultural labourer, it will 
not, with regard to aie, perform so necessary 
an office as before, but it will perform an 
ess^tially different one with regard to my 
wealth, it will increase my wealth instead of 
/iiminifthiiig it. In au inquiry into the causes 
of the wealth of nations, does not tliis differ- 
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eace in the fimotions which the same advances 

perform require to be maiked by a particular 
appellation ? 
Aixx)rdiogly, both in the language of com« 

men conversation and uf the best writers, 

revenue and capital have always been diatin* 

guished ; by revenue being understood, that 
which is expended with a view to immediate 
fiupport and enjoyment, and by capital^ that 
which is expended with a view to profit. But 
in thd language of Mr. MaocuUocdi, in the 
passage above quoted, it ia the capacity to 
perform partictdar fiincticHia, and not the 
habitual performance of them, that justifies 
particular designations. A ooach^horse, draw* 
ing a chariot in the Park, has the capacity 
of being employed in a brewer's dray or a 
iarmdr's waggon : whatever diffimnoe 
may really obtain in the two caseSf the 
identity of the horse is not affected ; he is 
equa% possessed, in the one case as in the 
ptlier, of the capacity to assist in production ; 
and so long as he possesses that capacity, he 
ought to be viewed, independently of all other 
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ecHMdemtioDs, as a poitioti of the capital of 

the nouutry/* 

Hiis appears to me to be very liHle ^ 
fereat irom saying that a man who is capable 
of being made to perform the functions of 
a judge ought to be denonunated a judge ; 
because^ whether he sits on the bench or in 
the court below^ the identity of the man ii 
the same ; he is equally possessed, in the one 
case as weU as the other, of the capacity to 
assUt in the decision of causes, and so long 
as he possesses that capacity he ought to be 
viewed, independentiy of all other considera« 
tions, as one of tlie judges of the country. 
It is said, that the Erench are astonished at 
the small number of judges in £n^and« 
If this kind of comprehensive nomencla-> 
ture were adopted, thdr wonder would soon 
cease. 

Hie whole of the incomes of every person 

in a society, in whatever way they may be 
actually employed, mipfht be employed, as 
&r as they would go, directly in the support 
of man. Consequently, according to the de- 
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finitions of Mr. Maccullociif all inoomes wee 
capital. But he is not satisfied even with 

this very unusually-exteiided meaniiig of the 
term* He can liaoe a resemUance between 
a working man and a working liorbe, and is, 
oonseqnratly, led to say, Howerw ex- 
tended the sense previously attached to the 
terra capital n^uy at first sight appear, I am 
satisfied that it oa^t to be interjmted still 
more comprehensively. Instead of under* 
standhi^ by capital all that portion of the pro- 
duce of industry extrinsic to man» which may 
be applicable to his support, and to the facili- 
tating of production, there does not seem to be 
any good reason why man himself should noU 
and very many why he should, be considered 
as forming a part of the national capital. 
Man is as much the produce of labour as any 
of the machines constructed by his agency ; 
and it appeals to us, that in all economical 
investigations he ought to be considered in 
precisely the same point of view*"* 

That there is some resemUance between a 

« Pimciplcs of PoUU Econ., pari ii. p. 
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workmg man and a working horse cannot for 
a moment be doubted ; but is that sufficient 
reason why they should be ccmfounded tc^e- 
ther under the name of capital ? The question 
is not whether there is a partial resemblanoe 
between these two objects, but whether there 
IS a diaiaeteristic difference ; and surely 
there is a sufficient distinction in all econo* 
mical investigations between a free man, and 
the Iiorae, the machine, or the food which he 
uses, to warrant a different designation, espe- 
dnlly when one of the greatest objects of all 
economical investigations, and certainly the 
most worthy, has been how to secure at all 
times a full sufficiency of the produce of in- 
dustry extrinsic to man as compai ed with man 

It has been hitherto usual to say, that the 
happiness of the labouring classes of society 
depends chiedy upon the rate at which the 
ca{Mtal of the country increases, compared 
with its population ; but if the capital of the 
country includes its population, there is no- 
meaning in the statement* Yet hardly any 
writer that I know of has more ti:equently 
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made this statemeat thaii Mr. MaocuUocti 
himself. Notliing, indeed, can show mure 
strikingly the extreme diffiealty of tnamtain* 
ing consisteatly new and unusual deiiuitioQS» 
tiian the frequency with which he seems to be 
compeUed to use terms in their old and ao* 
customed sense, notwithstunding the different 
definitions which he has given of them. 

Thus, iu liis very peculiar and most uuteu* 
able argument mi the effects of absenteeism 
in Ireland, one of the reasons which he gives, 
why the absence of the landlords does not 
diminish the wealth of that coontry is, that 
they do not remove any capital from it, but 
merely what tiiey would spend on their own 
gratifications. If, however, the definition of 
the capital of a country, as stated by Mr. Max>» 
collooh, be that portion of th^ produco ofinr 
dustrif listing in it which can be made 
directly availaUe either to Hie support of - 
human existence or to the facilitating of pro* 
duction,'* it follows necessarily that they re- 
move a considerable quantity of capital, as it 
will hardly be denied that the corn, cattle, 

and bfritop prodooed from tiieir estates (wiuchy 
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after all the mystery about bills of exx^haoge 
is done away, are practically the main articles 
exported to England for the payment of their 
rents) may be made directly available to the 
support of human eustence. 

Mr. Macculloch is also disposed to reoom-> 
mend emigration as one of the best means of 
relieving the distress of Ireland^ by altering 
the proportion between capital and labour ; 

but if» accordmg to hhn, m all eooncmiieal 

discussions, man is to be considered as capital^ 
precisdy like the machine which he uses or 
the food which he consumes, the emigmtion 
of a portion of the population will be to de^ 
prive the country of a portion of its capital^ 
which has al\Miys been considered as most 

pernicious. Whatever, therefore, may be 

the merits or demerits of Mr. Macculloch's 
reasoning on tiiese subjects, independently 
his dehoitious, it is obvious that the. applicar 
tlonofhis definitions at once destroys it. , 
It need hardly be repeated, that in all the 
less strict sciences, definitions and classifi- 
cations are seldom perfect and complete ; but 
no reasonable man will refuse to take advan« 
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tage o£ aa imperfect insti umeat which is es- 
sentiaDy usefal, if no other raore ■perfect one 
«aa be obtained. K it be foaud useful, 'with 
a view to an explanation of the causes of the 
wealth of nations, to make a distinciioD be- 
tween the labours of agriculturists and manu- 
factures, as compared with menial servants, 
foUowers, and buffoons, the utOity of this 
distinction is not destroyed, though its per- 
fect aeoiiracy may be impeached^ because, in 
a few instances, the labour of the menial 
servant is very similar to that of Hie pro- 
diuctive labourer. The classification is formed 
upon the general character aad general effects 
of <me sort of industr}' as compared with ano* 
ther; and if, in these respects, the line of 
^tinction is sufficiently marked, it is mere 
useless cavilling to dwell upon particular 
instances.* 

* Tin's h very justly stated in Mr. Mill's *' Elements 
of Pdhical Eeonomy," ch. iv. sec. i. p. 219» 2d edit : 
Jioffa Mr. Ricardo and Mr. Mill* indeed, iidly allow the 

distinction between productive and unproductive labour. 
M. Say, thouc:h he calls the labour of the meniLil ser- 
vaut productive, makes a distinction between the labour 
which is productive of Yitotof o^ products and thetobour 
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But even in the very case on which Mr. 
MaccuUoch lays his principal stress, the dif* 
ference is such as fiilly to warrant- a diflfereni 
dassiticatioQ. It is, no doubt^ true that, to 
have afire in an attic in London, it is equally 
necessary that the coals should be brought 
np stairs from the cellar, as that they should 
be brought up from the bottom of the coaU 
mine to the suiface : it is equally true that 
there is some resemblance betwera carrying 
coals from the bottom of a house to the top, 
and carrying Hhem from the bottom of a mine 
to the top ; but there is still a most decided 
and characteristic difference in the two cases. 

The miner is paid by the owner or worker 
of tlie mine, for tlie express purpose of ia- 

which is productive of immaUrial products* Of the 
latter products he says, **Eii fityorisant leur multi- 
plication, on ne fait rien pour la richesse, on ne iait qne 
pour la consommation/* — Table Analytique^\\\,\. ch. 
IS. This is a most characteristic difference; and 
though I prefer the classiiication of Adam Smith, as 
more simple, I should allow ^vX^ on these principles 
the causes of the wealth of nations may he clearly ei- 
plained. But I own myself utterly at a loss to conceive 
how they can be explaiued, ii labour be considered 
as equally productive* 
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creasing his weeltb ; the value of the miner's 
labour is, therdbre, charged with a profit 
upon the price of the ooals ; and the result 
of it would regularly enter into any estimate 
of naiioiial wealth. Bat when the same 
owner or worker of coal-mines pays a menial 
«er?ant for bringing ooals up fiom the yard 
to the drawtng*room» he pays him for the 
express purpose of facilitating and rendering 
more oonveaieiit and agreeable, theccmsnmp* 
tion of tliat wetiltli which he had obtained 
throng the instramentalitjr of the miner. 

The two instruments are used for purposes 

distinctly different, one to assist in obtaining 
wealth, the other to assist in consuibmg* it. 
In an inquiry into the causes of the wealth 
of nations, I cannot easily conceive a more 
distinct and usefiil line of demarcation. 

On the same principle^ if it be found useful 
with a view to explanations, to distinguish, by 
a different name, the stock destined for im* 
mediate consumption, from the stock em- 
ployed or kept, with a view to profit, surely 
we must not wait to investigate the peculiar 
talents of each individual, before we venture 
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to characterise the nature of bis expenditure ; 
and if we find such m&a as Arkwright and 
Watt ^ most naturally and properly reserving^ 
for their immediate consumption, the means 
of keeping up a handsome or splendid esta* 
blishraent for the gratification of themselves, 
their &mily, and th^ friends, make an ex.'* 
ceptiou ia their favour, and call such an ex-* 
penditnre an outlay of capital, instead of a 
consumption of revenue, as we idiould call it 
in the ease of all ordinary persons. SudK sin 
inquiry would impose a duty upon the writers 
in political economy^ which it would be per* 
fectly absurd to attempt to fulfil, as it would 
quite defeat the end of tlie proposed classifi* 
cations ; and with regard to the distinguished 
characters adverted to, it would surely be 
most unnecessary. In an estimate of national 
wealth, the genius of a Newton or a Milton 
is necessarily underrated, which only shows 
that there are other sources of admiration 
and delight besides wealth. But such men 
ag Arkwright and Watt are quite safe in the 
hands of the political economist. The re* 

* £iem. ot jL^uiit. £con. part ii p. 93. 
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suit of their genius and labour is exactly o( 
that description which is estimated in the 
very great addition which it makes to the 
capital and revenue of the country^ in the 
most natural and ordinary acceptation of these 
terms. And when the eflfects of their genius 
have been estimated in this way, it would not 
only lead to inextricable difiicuity» but it 
would be obviously a double entry, to esti* 
mate, in addition^ the value of the men as ex« 
ti*aordiaary macluiies. It would be like esti- 
mating llie value of a commodity produced 
by a skilful artificer, and then adding his high 
wages, and putting both into an estimate of 
national wealth. 

But it is difficult to say what may not be 
called wealth, or what labour may not be 
called productive, iu Mr, Macculloch's nomen- 
clature. According to his view of the subject, 
any sort of exertion, or any sort of consumption 
which tends, however indirectb/^ to encourage 
production, ought to be denominated produo* 
tive ; and before we venture to call the most 
trivial sort of exercise or amusement, such as 
blowmg bubbles, or building houses of cards 
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unproductive, we must wait to see whether 
th^. person so employed does hot woit the 
harder for it afterwards.* But, not to 
mention the impossibility of any, the most 
usefiil classification, if such doctrines were 
admitted, and we were required to wait 
the result in each particular case, and make 
exceptions accordingly, I will venture to 
affirm, that if we ouce break down the dis- . 
tinction between the labour which is so 
directly productive of wealth as to be esti- 
mated m the value of the object produced, 
and the labour or exertion, which is so indi- 
rectly a cause of wealth, that its effect is in^ 
capable of definite estimation, we must neces- 
sarily introduce the greatest confusion into the 
science of pohtical economy, and render the 
causes of the wealth of iiatious inexplicable, 
lliere is no kmd of exertion or amusement 
which may not, upon this principle, be called 
pitMiuctive* WaUung, riding, driving, card- 
playing, billiard-playing, &c. &c. may all be, 
indu^ectly, causes of production ; and accord- 
ing to Mr* MaccuUocb, ^4t is very like a tru- 

Frindp. of PoliU Econ., part iv. p. 409. 

H 
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ism, to say> that what is a cause of production 
must be productive. 

' But of all the. indirect causes of produci 
tion^ the most powerful^ beyond aU question* 
b oonsumptioii. 

If man were not to consume^ how scanty, 
comparatively, woidd be the produce of the 
earth. Gonsumptiont therefi3re» is the maui 
fiudidamental cause of production i imd if we 
aie to pnt indirect oausafion on a footing with 
direct causation^ as suggested by Mr. MaC« 
cjldloch^ we must rank in the same da^, the 
manu&cturer and the billiard player# the pro* 
ducer and the consumer^ 

It is impossible that the sdenod of potttical 
economy should not mo^t essentially suffer 
from nucii a oonfusion of teltns« Netting 
can be clearer, than that, with a View to any 
thing Uke precisbn, and the means of inteU 
ligible explanation^ it is absolutely necessary 
to designate by a different name the labour 
whidi is dueotly productive of WMlthi froni 
that which merely encourages it» 

Another most extraordinaiy and inconceiv* 
* Frincip* rfPeUt* Soon., iv. 41h 



Digitized by 



MB. MACCUILOCH« 09 

able muotomer of Mr. MaocuUoch i», ikeiex^ 
tension of tiie term labour to ail the operas 
liotis of nature^ and every variety of profits. 

Adam Smith, and all other writers^^who 
have happened to faU in my way, have meant, 
by the i&m labour, when unaooom^Mmied by 
any specie adjunct^ the exertions of human 
bebgs; (Md by the term mges of labomr; 
the r^uneration» whether in produce or mo- 
6ey, paid to those human beingift for ihsir 
exertions* When Mr. Hicardo ^stated, tbit 
commodities exchanged with each other ac- 
cording to the quantity of labour wwked up 
iu ihemf ttare cannot be the least doubt that 
he meant the quantity of human labour imnAte^ 
diately employed in tlieir production^ together 
Willi tiiat portion of human labour woil^ed up 
in the fixed and circulating capitals consumed 
in aiding such production. And it is un- 
doubtedly true, refenring merely to the rela-* 
tion of one commodity to another, and sup* 
posing all other things tiie same ; that is, 
supposing profits to be the same, tlie propor* 
tion of fixed and cironlatiMg capitals to be the 
samet and the duration <rf the fixed capitals 
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and the times of the returns of the circulatrng' 
capitals the same, that then the relative values 
of the commodities will be determined by the 
quantity of human labour worked up in e^. 
. But Mr. Maccullocli could not but see that 
it was scarcely possible ^ take up two com'^ 
modities^ of different kinds, in which all thesQ 
things would be the same, and, consequently* 
that such a supposition would be so inappli-* 
cable to the mass of commodities, as to b^ 
perfectly useless ; and yet, wijthout such a 
supposition, the proposition wQuld be obvi- 
ously false. 

Instead, however, of correcting Mr. Ricar-^ 
do*s proposition, as he was naturally called 
upon to do, by adding to the human labour 
worked up in the commodity, any other ele- 
ment which was found ordinarily to affect its 
value, and calling, it by its ordinary name, h^ 
chose to retain Mr. Ricardo's language, but 
entirely to alter its meaning. There is no^ 
tiling tliat may not be proved by a new defi> 
nition. A composition of flour, milk, suet, 
and stones in a plum-pudding ; if by 3tone£i 
be meant plums, Upon this principle, Mr,, 
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MaccuUodb undertakes to show, that commo- 
dities do i-eally exchange with each utlier 
aeconling to the quantity of labour employed 
upon them ; and it must be ackuovviedged, 
that in the instances which he has chosen he 
has not been deterred by apparent difficul- 
ties. He has taken the bull by the honis« 
The cases are nearly as strong as that of the 
plum-puddiiig.* 

* Hiey are the two following*->namely» that 

the increase of value which a cask of wine 
acquires, by being kept a certain number of 
years untouched in a cellar, is occasioned by 
Ihe incieai^cd quantity of labour employed 
upon it ; and that an oak tree of a hundred 
years' grov^ih, worth 25/., which may not have 
been touched by man, beast, or machine for a 
century, derives its whole value irom labour. 

Mr. Macculloch acknowledges that Mr. Ri- 
cardo was inclined to modify his grand princi- 
ple, that the exchangeable value of commo- 
dities depended on the quantity of labour 
required for their production, so far as to allow 
that the additional exdiangeaUe value that 

^ Friodplea of PoUt Econ., part iii., pp. 318, 817. 
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is aometunes givc&i to oottimoditieat by keep^ 

ing them after they have been purchased of 
produced until they become fit to be used* 

wa& not to be coai^deredaa aa effect of labour* 

but as an equivalent for the profits which 

the capital laid out on tbe commoditiea would 

have yielded had it been actually employed,'* 
This was looking at the subject in the troe 
point of view, and showing that ho would not 
get out of the difficulty by changing the mean^ 
ing of the term labour ; but Mr. Macoiillooh 
says — 

I confess, however, notwithstanduig the 

hesitation I cannot but feel in differing from 
so great an authority, that I see no good rea* 
son for making this exception. Suppose^ to 
illustrate the principle, that a cask of new 
wine, which cost 50/., is put into a oeUaTf 
and that at the end of twelve months it is 
worth 55/.^ the questim is, whether ought the 
&L of additional value given to the wine to be 
considered as a compensation for the tune 
the 50L worth of capital has been locked up, 
or ought it to be considered as the value of 

* Principles of Polit. Ecoii», part iii, p. 313. 
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fuid^aaal hhom wimHy laid wi qu tlie 
will0« I think tb^t it ought to bo oonsidered 
in tbp btt^r point of viow. md for thia» a«[i it 

appears to mo ^ inost satisf4ctui7 aud cqu^ 

i^Qsivo rmgoib that if wo kecqp a commodily, 

a cask of wipo which has not ^XilY^cl at 

natuiity,, an4 on which therefore a oAoiiir^ ^ 

^&ct is to H pt^Q^% it will ba posaos«ed uf 
addiiio&al yulue at the year's end ; whereas, 
had wo k^t a caalc o^wine which had a/r^a(^ 
arrived at maturiy, aud on which no beneficial 
or dettmbl« dS&ci oould be produced for a 
hundred or ^ thousand years, it would not 
hww been worth a shigie additional fieuihiiig* 
This s^ma to prove iucontrovertibly that the 
additional value acquired by the wine during* 
the period it ha«i boon kept in the cellar m not 
^ compeusatioa or return for time, but fur 

«fibci or change that hai been produced on 

it. Time cannot of itiielf produce any effect, 
H meieiy aflbrds ipace for really effident 
to opmto ; and it ii therefore clear, 
that it can have nothing to do with the 
value/'* 

* Fliodipl^ of FoUU £con„ part iii. p. 318* 
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On this passage it should be remarked, ia 
the firiit place, that the question stated iu it is 
not the mam question in reference to the Bew 
meauing which Mr. MaccuUoch must give ta 
the term labour, in order to make out his 
pr(^sition. He acknowledges that the in<* 
creased value acquired by the wine is either 
owmg to the operation of nature during the 
year in improving its quality, or to the profits 
acquired by the capitalist for being deprived 
for a year from using his capital of 50/. in any 
other way. But in either case Mr.Macculloeh's 
language is quite unwarranted* When he 
uses the expression, additional labour actttaJfy 
laid otU upon the wine^" who could possibly 
imagine that^ instead of meaning human 
labour, he meant the processes carried on by 
nature in a cask wine during the time that 
it is kept* This is at once giving an eutirely 
new meanb^ to the term labour. 

But, further, it is most justly stated by 
Mr. Ricardo, that when the powers nature 
can be called into action in unlimited abun<^ 
dance, she alw ays works gratis ; and her pro- 
cesses never add to the value, though they 
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may add very greatly to the utility of the 
objects to which they are applied. 

This truth is also fully adopted and stroogl]^ 
stated by Mr. Macculloch himself. " All th^ 
rude products (he says) and all the productive 
powers and capacities of nature are gra^ 
tuitously offered to man. Nature is not 
niggardly or parsimonious ; she neither de« 
mands nor receives an equivalent for her 
£itvoiuns* An object which it does not require 
any portion of labour to appropriate or to 
adapt to our use may be of the very highest 
utility, but as it is the free gilt of nature, it is 
utterly unpossible it can be possessed of the 
smallest value/ Consequently, as the pro^^ 
cesses which are carrying on in the cask of 
wine, while it is kept, are unquestionably the 
free gift uf nature, aad aic at tlie service of 

all who want them, it is utterly impossiblet 

even if their efiects were ten times greater 
than they are, that they should add in the 
smallest degree to the price of the wine. It 
is, no doubt, perfectly true, as stated by 
Mr. Macculloch, that if wine were not im-* 

^ Principles of PoUt. Econ., part ii. p. 69. 
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|ttX)ved by keeping, it would not be worth a 
wigle additbiud fhrlMng after beiog kept m 
hundred or even a thousand years. But this 

proves uoUiing but that, in tliat case, no one 

mosid ever thmk of keeping mne longer iium 

was absolutely necessary for its convenient 
Itale or oonvenient oQBSumptiQn* 

The improvement which wiAe derives firom 
keeping is unquei^onably the oanae of ite 
being kept ; but when on this account the 
M^ine-merchant has kept his wine, the addi* 
tional price which he is enabled to put upon 
it is regulated upon principles totally distinct 
from flie average degree of improyement 
ivhich tba wine acquires* It is regulated ex«» 
duively, as stated by Mr. Ricardo, by the 
aveivige profits whieh the capital engaged in 
keepmg tlie wine would have yielded if it had 
been actively mnployed ; and that this is the 
kegulating principle of the additional price^ 
and not the degree of improvement, is quite 
certain : because it would be univereally al* 
lowed that if, in the case supposed by Mr. 
MaooaUoeh» the oidmary rata of profits had 
been 20 per cmL, instead of 10 per cent* a 
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cask of new wine, worth 50/. , after it had been 
luspi aymr, would have been increftaed in 
value 10/. ioi^tead of 5/,, although the pro« 
QMBeg of nature and <be improvement of flie 
ivine were preoisdy the same in the two 
cases ; and there cannot be the least doubt, 
as I said befoie, that if the quality of wme, hf 
a year's keeping, were ordinarily improved in 
a degree ten times as great as at present^ tht 
prices of wines would not be raised ; becauset 
if they were so raised, all ^e*merdianii 
who sdd k^t wines would be making greater 
profits than other dealers. 

Nothing then can be clearer than that the 
additional value of the kept wine is derived 
from the additional amount of profits of whioh 
it is composed, determined by the time ibr 
wUoh the capitel was advanoed and the ordU 
nary rate of profits. 

The value of the oak tree of a hundred 
years' growth is derived, m a very consideN 
able degree, from the same cause ; though, in 
fidi and ouUivated oountries, where alone it 
could be worth 25/., rent would necessarily 
Ibrm a part of this value* 
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If the number of aoorns necessary on an 

average to rear one good oak were planted 
by the hand of man* they would be planted 
on appropriated land ; and ds land is limited 
in quantity, the powers of vegetation in the 
land cannot be called into action by every one 
vvlio is in possession of acoias, iu tlic same 
way as the improving operations of nature 
may be called into action by every person 
who possesses a cask of wine* But setting 
this part of the value aside, and supposing 
tlie acorns to be planted at a certain expense, 
it is quite clear, that almost the whole of the 
remauiing value would be derived from the 
compound interest or profits upon the ad* 
vauces of the labour required for the iirst 
planting of the acorns, and the subsequent 
protection of the young trees. A much 
larger part, therefore, of the final value of 
Jfae tree than of the final value of the wine 
would be owing to profits. 

Now, if we were to compare an oak tree, 
worth 25/., with a quantity of hardware worth 
the same sum, the value of which was chiefly 

made up of human labour ; and as the reason 
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why tliese two objects were of the same value, 
were to state that the same quantity of labour 
had been worked up in them — we should ob* 
yiously state a direct falsity, aocording to the 
oommon usage of language ; and notlung 
could make the statement true, but the magt*» 
cal influence of a new meaning given to the 
terra labour. But to make labour mean pro- 
fits, or fermentation, or vegetation, or rent» 
appears to me quite as unwaiTantable as to 
make stones mean plums. 

To meamre profits by labour is totally a 
diiierent thing. Adam Smith always keeps 
wages, profits, and rent quite distinct ; and 
when he mentloiib one of them, never tliinks 
of including in the same term any other. But 
he observes, that " labour measures the value 
not only of that part of Ihe price of a commo- 
modity which resolves itself into labour, but 
of that which resolves itself into rent, and of 
that which resolves itself into profit."* This 
is perfectly just ; and, in particular, notlung 
can be more natural and obvious than to mea«* 
sure by labour the increase of value which 
commodities derive from profits; because 

* Wealtb of Nfitions, b. i,. c. vi» 
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profits arc a per centage upon tlie advances^ 
and the main original adyances in the great 
mass of commodities are the necessaiy quan- 
tity of labotur.^ 

Thus, if a hundi*ed days' labour be ad« 
vHiioed for a year,* in order to produce a 
commodity, and the rate of prc£t8 be 10 per 
cent., it is impossible in any way to represent 
so correctly the increase of value whidi the 
commodity derives from profits as by adding 
10 per cent., or whatever may be the rate c{ 
profits, to the quantity of labour actually em- 
ployed, and sayhig-, that the completed com- 
modity when sold would be worth ten days' 
labour more than the quantity of labour 
#orked up in it On the other luuid» if we 
were ignorant of the rate of profits^ but found 
that a hundred days^ labour advanced (ofr a 
year would produce a commodity whidh 
would ordinarily sell for the value of one 
hundred and ten days, we mi^t sa£^y con- 
clude that ordinary profits were 10 per cent. 

* It must always be recolleeted, that the advance of 

a certain uumber of days' labour necessarily involves 
the wages paid for them, however these wages may 
vary in quantity. But the essential advance is the 
quantity of kbgOTi not tbe qtanlilir tf m&itey or eom. 
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NoWf if we were to compcure two common 
dities, on each of which a hundred dayft* 
labour had been wQp1oyed» and one of them 
ootild be brought to market immediately^ 
tihe otber in not less tune than a yeari it ia 
quite obviouSf that we oould not say that 
they would exchajiige with each other aci 
cordmg to the quantity of labour worked up 
hi them ; but we evidently could say, that 
ihey would exchange with each olli^ accord* 
ing to the quantity of labour and of proJUs 
worked up in them, and that one of them would 
be 10 per cent more valuable than theotheri 
because profits had added the value of ten 
days* labour to the labour actually employed 
upon the one ; while there being no profits 
in the other, its value was only in propor^ 
tiott to the labour actually employed upon it* 

And in general, while the slightest exa. 
tnination of what is passing around us roust 
convince us that Gommodities» under deduc**. 
tion of rent and taxes, do not ordinarily ex- 
change with each according to the quantity 
d human labour worked up in them, thq 

su&e aKitomatbu wiU eontince ui thati under 

4 
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tlie same deducuon, they do ordinanly ex- 
changre with each other, accorduig to the 
^piaatity of humaa labour and of profits worked 
in them ; and fui iher, that the quantity 
of human labour worked up m thCT, with the 
profits upon the advances for the time that 
tiiey have been advanced, is correctly mea- 
sured by the quantity of human labour of the 
same kind which the commodity so composed 
ivill ordinarily command* 

We must carefully, therefore, distinguish 
between measuring profits by labour^ and 
meaning profits by labour ; and while the first 
is obviously justifiable, and may be in the 
highest degree useful^ it must be allowed^ 
that the latter contixidicts all Uie most ob* 
vious rules for the use of terms : it contra- 
dicts tlie usage of common conversation: it 
contradicts the highest authorities in the 
science of political economy : it embarrasses 
an explanations ; and it cannot be maintamed 
ivith consistency. 

Though Mr. MaccuUoch^s work affords 
Other instances of a want of attention^ on a 
point so important in all philosophical dis-> 
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cussions^ as appropriate and (X)iisistent de* 
finitions^ I will only notice further, his use of 
the term real. He applies it to wages, in 
two senses entirely diflfei^ent. 

In part iii. p. 294^ he says, Bat if the 
variation in the rate of wages be real, and 
not nominal, that ia, if the labourer be get-* 
ting either a greater or less proportion of the 
produce of his industry , or a g i eatei or less 
quantity of money of invariable value^ this 
will not happen." Here, it is evident that 
Mr. MaccuUoch applies the term real to 
wages, in the sense of propoilioaal wages^ 
that is, as Mr. Ricardo applied it* 

In part iii. p. 36d^ Mr. Macculloch says» 
*^If the productiveness of industry were to 
diminish^ proportional wages might rise, 
notwitlistauding that real wagesy or the ab* 
iobUe wnaimt of the produce 6[ industry fallmg 
to the share of the labourer^ might be di** 
minified. Here, the term real wages is 
used as synonymous witli the absolute amount 
of produce falling to the share of the la^ 
bourer^ that isj in the sense in wluch Adam 
Smith applied it. 

1 
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I have already observed, thai Adam fimkfa's 

application of (he term real wages, to the 
absolute quantity of the produce earned by the 
labourer^ seems to be a most natural one ; and 
Mr. Ricardo's application of the same term 
to the jproporticm of the produce earned by the 
labourer^ a most unnatural one. Mr. MacN 
culloch^ therefore^ was quite right, in intro- 
ducing* the term proportionate wages^ to ex- 
press Mr. Ricardo's meaning* ; but why not 
adhere to it ? Why should he, in some places, 
mean, by real wages, proportionate wages, and, 
in other places^ something totally different. 

In the application of the term real to 
Talue, Mr. Macculloeh adopts the meaning 
of Mr. Ricardo. He says, indeed, that it is 
to Mr. Ricardo's sagacity^ in distinguishing 
between the quantity of labour required to 
produce commodities, and tlie quantity of 
labour for whidi they will exchange* and in 
showing, that while the first is undeniably 
correct as a measure of thehr real, and ge-» 
nerally speaking, of their exchangeable va« 
lues^ the second, instead of being an equi- 
valent proposition, is requently opposed to 
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the first, and consequently, quite inaccurate, 
lliat tbe sdenoe is indebted for one of its 
gi-eatest improvements."* 

I shoidd be sorry to think that Mr. Ri- 
cardo's services to the sdenoe oS political 
economy should rest principally upon the 
firail foundation, on whidi they are here 
placed ; a foundation, which, as we have 
eeen, Mr. MaceuUoch faimadf cannot defend, 
without totally altering the meaning of Mr« 
Ricardo'8 words. 

This is evidrat, in various passages 
Mr. Macculloch \s work. In his section on 
value, part ii» p. 216, he thus expresses 
himself: " assuming the toil and troubk of ao^ 
quiring thing to be the measure of its 

* Principles of PoliL. Econ., j)art Hi. ]). 223. This is a 
most remarkable passaj»'eto come from Mr. Macculloch, 
who, though he agrees witii Mr. Bicardo in wor€i3» has, 
in reality, deserted him, and agroca in substance with 
Adam SmiUu According to tiic new meaning, which 
Mr. MaceuUoch has given to the term profits^lhe 
qwantity of labour required to produce a commodity, is 
precisely equal to the quantity of labour for which it 
will ordinarily exchange, and certainly not equal to 
what Mr. Ricardo meant by the quantity of labour be- 
slswad upon lift 

12 
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real value^ or of the esteem in which it i$ 
held by its possessor." Again, he says, 
p. 219, *'the real value of a commodity, or 
tJie estimation in which it is hdd by its pos- 
sessoTf is measured or determined by tfa^ 
qufuitity of labour required to produce or ob- 
tain it." 

In these two passages, he obviously iden- 
tifies the real value of a commodity with 
the estimation in which it is held, But^ 
surely^ ia this case, the term real must be 
applied as Adam Smith applies it, and not 
as Mr. Ricardo applies it? Can it be con* 
tended for a moment, that a commodity, 
which, on account of the necessary remune<r 
ration for profits, sells for ten per cent. abovQ 
the value of the human labour worked np m 
it, is not held in higher estimation, than a 
commodity which sells for ten per cent, less, 
on account of the value of the labour em- 
ployed upon it not having been increased by 
profits 1 Would it not be absolutely certain* 
that if the latter could be obtained by the 
sacrifice of a hundred days' labour, it would 
be necessai y to make the sacrifice of a hundrc4 
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and ten days^ labour, or some equivafent for 
tt^ m order to obtain the former? Conse- 
quently it follows necessarily, that if the real 
value of a commodity be considered as syn- 
onymous with the estimation in which it is 
held, such value must be measured by the 
quantity of labour which it will conunandt 
and not the quantity worked up in it. 

Mr. MacGulloch thus states Mr. Ricardo's 
main proposition :» " a commodity, produced 
by a certain quantity of labour, will, in the 
state of the market now supposed, (that is, 
when Uie market is liot affected by cither real 
or artifidal monopolies, and when the supply 
qf commodities is equal to the effectual de-* 
mand,) uniformly exchange for, or buy any 
other commodity, produced by the same 
quantity of labour. 

Now, if the term labour be taken in the 
sense in which it is used by Mr. Ricardo, the 
proposition is contradicted by .universal ex- 
perience. If, on the otlier hand, the term 
labour be considered as mduding profits, the 
proposition is tiue; but uuly because it is 

♦ Principles ol'PoUt. Econ.. part iii, s. I. p. 281. 
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fttotdlf diffimsioiie fiwrthat irf Mr. Bit 

owrdoyowiiig to a most uawaiaraatabb 
versioa ci terras* 

It appears. Ham, on the whcda^ tiiat al« 
ttough Mr. Macculloch has at dISereat times 
eoliipared Adam Smith to Newten and to 
Jx)Gkej he has, in the definition and appU^ 
cation of his tennst differed from hho 
ahuost all the most important subjoota of 
Political Economy,— in the definition of 
neakh, the definition of capital* the definition 
of productive and unproductive labour, the 
definition of profits, Ae definiticui of labour 
wnply,and the defiuition of real mlw^ though^ 
in the last mstanee, it is rather prdTessedl^ 
than sttbstontiaUy • * 

However highly I may respect the autho- 
rityof Adam Smith, and hoiweYer inoonfet 
nient at first a great change of terms and 
Beanihgs must necessarily be, yet if it could 

♦ A person who uses a term in a particular sensd 
practically defines it in that sense. Mr. Macculloch 
sometimes makea what have hitherto always been goa-» 
f^i'dered as profits mean labour ; and sometimes makes 
labour, when used simply without any a^unet, meatt 
fermentatioii, vegetalioii, or profits. 
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be made out that such changes would esseu* 
tially &cilitate the explanation abd improye^ 
meut of the science of political economy, 1 
should have been the last to oppoi^ tfarai^ 

But after considering them with much atim*- 

tion, I own I feel the strongest conviction that 

ihejr are ennnently the reverse d hwigwrfuk 

with a view to an explanation of the iiatitre 
md coMet f(f the wealth of naiion» i or^ in 
ttore modem* though not more appropriate 
phrase, the prodttcUm, digtributiani and cmih 
eumption qf wealthy 

I have too much respect for Mr.Macculloch to 
suppose that he baa differed from Adam Smith 
on so many points with the intention of giving 
to his work a greater air of origiiiality^ This 
jSf no doubt, a feeling which not unfrequently 
operates in favour of changes ; but I do not 
think it did on the present occasion. I should 
rather suppose tliat he adopted them in eon- 
Mquence of seeing some objeotbns to Adam 
Smith's definitions, without being sufficiently 
awwe 1hat» in the less strio sciences, nothing 
is so eaqr as to find some objection to a defi- 
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iutiuii» and nothing bu difficult as to substitute 
aa unobjectioiiable one in its plaoe. 

Whether the definitions substituted for 
those of Adam Smith on the present oecasioa 
have removed the objections to them whidi 
Mr. Macculloch may have felt, 1 cannot be a 
oompetent judge ; but even supposing them 
to have done this, I think I can confidently 
affirm that they have left other objections^ 
beyond all comparison greater and more em- 
barrassing. And on this pomt I would beg 
those of my readers who are inclined to pay 
attention to these subjects, seriously and can- 
didly to trace the consequences to the sdenoe 
of political economy, in regard to its explana- 
tion and practical application, of adopting 
Jilr. MaccuUoch's definitions. They are not, 
indeed, all his own ; but the veiy extraordi- 
nary extension which he has given to the 
term capital, the making of no distinction be- 
tween <firectly productive consumption and 
consumption that is only indirectly produc- 
tive ; and the extensicm of the term labour^ 
without any adjunct, to mean profits, fer* 
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mentation, and vegetation, belong, I bdieve^ 

exclusively to Mr. MaccuUoch ; and, I think, 
it will be found that they are beyond the rest 
strikingly calculated to introduce uncertainty 
and confusion into the science. 

The tendency of some of our most popular 
writers to innovate without improving, and 
their marked inattention to iieui^ts, leading ne* 
cessarily to diflerences of opinion aad un- 
certainty of conclusion, have been tiie main 
causes which have of late thrown some 
discredit on the science of political economy* 
Nor can this be a matter of much surprise, 
though it may be of reg ret . 

At a period, when all the merchants of oui^ 

own country, and many in others, find the 
utmost difficulty in employing their capitals so 
as to obtain ordinary profits, they are repeat- 
edly told that, aeconfinor to the principles of 
political economy, no difficulty can ever be 
found in employing capital, if it be laid out in 
the production of the proper articles ; and 
that any distress which they may have suf- 
fered is exclusively owing to a wrong applica^ 
tion of their capital^ such as the production 
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Ibroad cloths, which were wanted.'** Tliey 
•re» iiilther* gravely asauredi that if they find 
difficulty in exchanging what they have 
produced, for what they wish to obtaia for 
it, they have an obvious resource at haad ; 
they can abandon the production of the coiU" 
fiOQcUties whioh they do not want,, and apply 
diemselves directly to the production of those 
that they do want, or of substitates for them ;*'f 
mid this consolatory recommendation is per-^ 
|iaps addressed to a merchant who b desirous 
pf obtaining, by the employment of his oapital 
at the ordinary rate of profits, such an income 
as will enable him to get a governess for his 
daughtei^, and to scud his boys to school and 

college* 

At such times, assertions like these, and 
Ihe proposal of such a remedy, appear to 
ine little different from an assertion, on sup*« 
posed philosophical principles, that it cannot 
tain, when orowds of people are grttin^ wet 

" * ttaccuUoch's Principles of Polit. Econ., part il. 
t Id, p. 190, 
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tlu'ough, and the proposal to go without 
dotbes ia order to prevent the inoonyenieiio^ 
arismg kom a wet coat. If assertions so 
contrary to the most g^lanng fiiots, and reme* 
dies so preposterously ridiculous, in a civilij^ 
coiiBiry»* are said to be dictated by the prin- 
<^de& of poUtioal economy^ it cannot be 
matter of wonder that many have little faith 
in them* And tiU the theories of popular 
writers on political economy cease to be in 

* I own I want words to express the astonishment 
I ieel at the proposal of such a remedy. A man, under 

the intoxication of what he conceives to be a new and 
important discovery, may be excused for occasionally 
making a rash statement i but that a proposal directly 
inyolving the discontinuance of the division of labour 
should, m a dvilized country» be repeated mef and 
over again hj succeeding writers, and considered as an 
obvious resource in a sudden fall of profits, absolutely 
passes my comprehension. What a strano:e and most 
inapt illustration too» is it to talk about the possessors 
of broad cloths wanting to change them for silks ! 
MTho ever heard of a great producer of any commodity 
wwhing to obtain an equivalent for it in some one other 
sort of completed commodity ? If he is to produce 
what he wants, it must not he silks, but raw matenuls, 
tools, corn, meat, coats, hats, shoes and stockings, &c« 
Ac. ; and this is the obvious resource which is at hand in 
•glut!!! 
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direct oppositioo to geueral experience ; and 
titt some steadiness is given to the sdence by 
a greater d^ree of care among its professors, 
not to alter without improving, — ^it cannot be 
expected that it should attain that general 
innuence in society which (its principles being 
just) would be of the hig^iestpfactioal utility « 
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Chapter Vlil. 

OK THE DEFINITION AND V8B OP TBRM8 BY THK 

AUTilOR OF " A CRITICAL l>Ibbi:RTATION ON THE 
NATURE, MEASURE, AND CAUSES OF VALUE.'' 

It might be thought that I was not called 
opoD to notice the deviations from the mort 
obvious rules for the use of terms in a Crilical 
Dissertation on the NiUure, Measure^ and 
Causes of Value^ by an anonymous writer. 
jBot the great importance of the subject itgelf 
at the present mcmient, when it may be said 
to be mb JudMce^ the tone of scientific preci- 
sion in which the dissertation is written, noU 
withstanding its fundamental errors, and the 
impresmm which it is understood to have 
made among some considerable political 
economists, seem to caH for and justify atten- 
^n to it. 

llie author, in his preiace, observes, that 
Writers on political economy have gene* 
rally contented themselves \Yith a short defi- 
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nition of the term value, aiid a distinction of 
the property denoted by it into several kinds, 
and have then proceeded to employ the word 
wXb. various degrees of laxity. Not one of 
'them has brought into distinct view the 
nature of the idea represented by this term, 
or the inferences which a hiU perception of 
its meaning immediately suggests ; and the 
neglect of this preliminary has created dif- 
ferences of opinion and perplexities of thought 
whidi otherwise oould never have existed/** 

Now it appears to me, that the author, 
his first setting out, has in an eminent degree 
feUen into the very errors which he has here 
animadverted upon. 

' He b^ns by stating, very justly, thai 

•* value, in its ultimate sense, appears to 
mean the esteem in whidi any object is held 
and then proceeds to state, in tiie most lax 
and inconsequent manner, that ** It is wily 
V^en objects are considered together as sub-* 
jects of preference or exchange that the 
specific feeling ^f value can arise. When 
they are so considered, our esteem for one 

• Prefece, p. 5, ' 



Digitized by 



PlifiSBTATIOH ON VALUE* 12tf 



object, OT our wish to pofisees it, may be equal 
to» or greater^ or lom than our esteem for 
another ; i ^ may, for iiutaiicc, be doubly as 
grmt^ or, in other words, we would give om 
of the former for two of the latter. So long 
as we regarded objects singly, we might feel 







1 





them, but we could not express our emotions 
in any definite manner. When, however^ 
we regard two objects, as subjects of choice 
or excdbange, we appear to acquire the power 
of expressing our feelings with precision ; we 
say, for instanee, that one a is, in our esti- 
mation, equal to two b. ^ . ^ The value of a is 
exfmssed by the quantity for which it will 
exjohange, and the value of is, in the same 
way, expressed by the quantity of a."* 

So, then, it appears, as a oonaequence of 
value, meanuig the esteem in which an object 
is held, that if there were two sorts of firuit 
in a country, called a and b, both very plen« 
tifiil in flie summer, and both very scarce in 
the winter ; and if in both seasons they were 
to bev the same relation to each other, the 
* Dissertation onTalne^ c. 1. p. S. 
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feeiingft of the inhalHtante with r^^d to the 
liiiit a would be expressed with precision ^ by 
Baying that, as it would alwftys command the 
3ame quantity of the fruit it would con-; 
tinue to be of the same value — that is, would 
be held in the same estimation in summer as 
in winter. 

It appears, further, that in a country yAkesie 
there were only deer, and nu beavers or other 
products to compare them with^ the.specific 
feeling of value for deer could not arise among 
the inhabitants ; although, on account of the 
high esteem , in which they were held, any 
man would willingly walk fifty miles in order 
to get one ! 1 These are, to be sure, very 
strange conclusions, but they follow directly 
from the presvious statements. . 

The author, however, notijix^ daunted, 
goes on to say, that If from any ooiisidera« 
tion, or number of cooperations, men jesteeon 
one a as highly as two and are willing to 
exchange the two commodities in that ratio* 
it may be correctly said that a has the power 
of commanding two 6, or that 6. has the poww 
of commanding half of a,*' 
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The definitioa of Adam Smith, tbereforej, 
tliat the value of an object expresses tlm 
power of purdiasing other goods whidh the 
possession of that object conveys» is substan- 
tially correct ; and iis it is plain aud intelli- 
gible, it may be taken as the baas of our sub-^ 
sequent reasonings widiout any further weta-» 
physical iarestigation/'^ 

In a Critical Dissertation on Value, which 
is introduced wiA a heavy oomplaint against 
all preceding political economists for neglect-* 
ing the prelimmary labour necessary to give 
a fiill . perception of its meaning, it might 
naturally have been expected, Uiat prcA iou^ 
to tiie final adoptum of the meaning in wUdi 
it was intended to use the term, tiuroughout 
Ae dissertation, the consideration, or number 
of considerations, which induce men to prefei: 
one object to another, or to give two b foi: 
cftie n, should be carefully investigated. But 
nothing of this kind is done. A definition of 
the ndne of an (A^ed by Adam Smith, which, 
as he afterwards clearly shows, requires 
explanation and modification, is arbitrarily 

^ Disiertfiliion on Value« *c. 1* p. 4f 

X 
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adopted^ or, in the langtLi^ of ike auilior^ 

is taken as the basis of his subsequent 
reasonings, wlihoctt any forth^ metaphyseal 
investigation/' 

' Hiat this &st geneitd description of valne 
in exLchai^ by Adam Smith does not» 'Witb- 
out further explanation, convey to the reader 
the prevailing meanihg whic^ be hinidelf 
attadies to the tei^, is obvious in many pas- 
sages of his .w<Mrk, and piurticularly in hia 
daborate* inqairy into the value of silver 
during the four last centuries. He there 
fehows, in the most satis&ctory manner, •that, 
in the progress of cultivation and improve- 
ment^ there is adase of eommodities^ mck as 
JAttiOf woodrpigs, poultry, &c., whidi, Ml ao- 
teount of their becoming comparatively more 
scaro$ and <Ufiionlt of attainment, neoessaiily 
rise in value ; yet lie particularly states, that 
this^ rise in their value is not connected "vriih 
any deg-radation in the value of silver,* 
'ftlthongh it is obvious that^ other tilings hehvg 
the same, a pound of silver would have' a 



* Wealth of Nation), b. i. e. ' 
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Nothings indeed^ ean be clearer than that 
this general desGi^ptioA of valiie reqi^^ 
iher explanation. There is the greatest dif- 
ference imaginable betiv^ An iAci'eafledi 
power in any object of purchasing other goodsi 
arising from its scarcity and the increased 

difficulty of procnring it ; and the inereafle 

of its power to purchase other goods arising 
fixHn the increased plenty of such goods tad 
the increased facility of procuring them. Nor 
fe H easy to con<)eive any distinction inon^ 
vital to the subject of value, as the term is 
generally understood, or more necessary to 

a fiiU perception of its meaning/' 
' I cannot but tliink, therefore, that the att* 
thor, under all the curcumstances of the oasCf 
was not justified in adopting this definition of 
Adam Smifli withont further investigalion. 

But the adoption of this definition by the 
author in so unceremonious a manner, though 
quite inconsistent with the declarations in the 
preface, and most unpromising in regard to 
any improvement of the science whidi might 
have been expected irom the disserta&mi is 

K9 
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by no means the gravest offetfce whidh he has 

committed in the opening of his subjects 

Axkm Smith's definition, taken as it stands, 
however imperfect it may be, would still 
serve as a rough but useful standard of valne 
in those cases where, in using the most ordi- 
nary forms of expression, some kind of standai* J 
is tacitl]r referred to^ and no other more scca-^ 
rate one had been adopted^ 

Bat how is this definition of Adam Smith 
to be inteipreted l If we understand it in 
the sense usually conveyed by llie teims em- 
ployed, it is impossible to doubt that by the 
power of purchasing other goods is meant the 
power of purchajdng other goods generally. 
Who, then, could have conceived before-hand 
that the author would have inferred from this 
definition that he was justified in representing 
the power of purchasing other goods by the 
power of purchasing any one sort of goods 
which might first come to hand ? — so that> 
considering the value of money in this country 
to be propoitioaed to its general power of 
purcliasiug, it would be correct to say that 
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Ihe valae of an ounce of silver was projior- 
tioiied to the quantity of apples wiiich it would 
eommand; and that when it commanded more 
apples, the value of silver rose — when itcom-* 
manded fewer apples, the value of silver fell. 

It is, no doubt^ quite allowable to compare 
any two commodities whatever together in 
legard to their value in exchange^ and» 
among dlhers^ silver and apples. It is also 
allowable to say^ though it would in general 
sound very strange^ that the value of an ounce 
of silver^ estimated in apples^ is the quantity 
of applea it will command^ provided that^ by 
thus using the qualifying expression estimated 
in apples, immediately after the word value, 
we distinctly give notice to the reader that we 
are not going to speak of the excfaimgeable 
value of silver generally^ according to the 
ilefiuition of Adam Smith, but merely in the 
vei!y ccmfiaed sense of its relation to one par*, 
ticular aiticle. But if, witliout tlii^ distinct 
notice ta the reader^ we simply say that the 
value of an ounce of silver is expressed by 
quantity of apples for which it will ex- 
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fbaoge^ ar^ ia the wprcb of the author, thai 
thii yala^ <^ a is expressed fay fbe quantity 
4Df 6> for wbioh it wUl ^xohaQge^" nathuig caa 

be iiiore clear than that we use the term value 

in a maauer totally unwarranted by the prei' 

vious deQoitioiij th^t is^ in a sense quite dis- 
iinet fnm that in which Adam Smith uses it 
)n the description of value adopted by the 
author. 

Putting the gorn and the ciraalating met 
dium of a country out of the question, the 
f dations of which to labour and the oosto 
%3f producing various commodities are tole? 
lubly well known; I think no one^ m cnxlinary 
conversation^ has ever been heard to express 
the general power of pLuoliasing by the power 
of purehasing some one particular commodiiy^ 
I certainly, at least, myself never recollect to 
have heard tiiese two very distinct meanings 
confounded. It would, indeed, sound very 
strange, if a f)erson returning from India^ on 
being asked what was the vafaie of sioney m 
that counti'y, were to mention the quantity of 

English broad doth which a givpa quantity 
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of moftey would exchange for, and to infer, 
in ^onsequraoei that the valw of money was 

lower in India than iu li^ngjaud. i 

• 

. In regard to the opinions and practice of 
oth^r writers on political eiX)uomyj most ol 
ttem have considered the general power of 
purchasiqgt and the. power of purchasing 
a particular commodity aa so essentially 
distinct, that th^ have given them dif-* 
fereut names* The only authority quoted 
wHk approbation by the author, is Colonel 
Xoixeo;^ whose views^ as to the nature of 
value, appear to him, he says, to be sounder 
than those of any other writer* Yetf what 
does Culonel Torrens say ou this subject?— • 
The term exohangeaUe value expresses the 
power of purchasing with respect to comxuoi 
dities in geneiah The term price denotes 
the same power with jre^ct to some parr 
ticulai' commodity, the quantity of which is 
given. Thus> when I speak of the €isvcAa^gSi^ 
a^ie value of cotton as rising or falling, \ 
hnply^ that it will purchase a greater or less 
quantity of com, and wine, and labour^ and 
other marketable commodities; but wlicu I 
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talk of tlie price of cotton as rising or falliugt 
I 'mean^ that it will purchase a greater or lem 
quantity of some one particular commodity^ 
such as com, or wine, or labour, or money, 
which is either expressed or understood. ^Ex^ 
chcuig euble value may rise, while price falls, or 
fall whUe price rises. For example ; if cotton 
were, from any cause, to acquire twice its former 
power of purchasing, with respect to goods in 
general, while gold, the particular commodity 
in which the price of cotton is expressed, rosB 
in a still higher ratio^ and acijuirediour times 
its former power in the market, then, though 

the exchangeable value of. cotton would be 

doubled, its price would fall one half. Again ; 
if cotton would purchase only half the fonaer 
quantity of commodities, while it pwdj^ased 
twice the quantity of some particuhu* conw 
modity, such as corn, or wine> or labour^ or 
money, then its exchangeable value would 
have sunk aae half, while its price, as ex^ 
pressed in com, or wiiiQ, or labour, or money^ 
became doable. And again ; if. cotton, and 
ihe/ particular commodity^ in which price ia 
expressed, should rise or fall in the same. 
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proportion with each other^ Ihen the ex« 

ehaugeable value of cotton^ or its general 
power of ptirchasing'^ would fluctuate^ while 
its price remained stationary.*'^ 

It appears then^ that, whether CuluHel Tor- 
rens's view of value be quite correct or not, he 
draws the most marked line of dibtinctiou pos* 
siUe between the power of purchaang gene- 
rally, and the power of purchasing a particular 
eommodity, and is decidedly of opinion^ that 
the latter, which is the sense in which the au-^ 
thor uses the term value^ bliould not be called 
Yalue, but price. T^e authority of Ck>ioneL 
Torrens, therefore, whose views on the sub* 
ject of value the author considers as so sound, 
is directly against hun. 

Bat not only does Colonel Torrens attach 
a v^ different meaning to the term value, 
from that in which it is used by the author 
throttghout the greatest part of his work, but 
the author himself, in his notes and illustra^ 
tioBs>f has given extracts from almost aU the 
distinguished writers in political economy* 

* Prodiution of Wealtii, c i. p. 49. 
tp.H8. 



Digitized 



PSFINITIONS IN A 



exprmjy for the purpose of dumiag tho 
universality of aa opiniuu respecting the aa* 
igxt^ foid measme of yabie direcdy opposed 
to his own. The writers to wiiom he refers^ 
aie Adam Smithy Sir Jamea Stuart, Liord 
Lauderdale, M. Storch, M. Say^ Mr. Bicardo> 
myself, Colonel Torrens, Mrs. Marcet, Mr» 
Mill^ the Temidar's Dialogues^ Mr* JNake« 
In the case of a proposition the nature of 
ffbktk adnuts of a logical prooC authority k 
of no consequence ; but ia a question which 
relates td the meaning- to be attacsfaed to a 
particular term, it i3 c^ta inoredible that 
aiiy person should tiius have ventured to dis- 

l^egarditt 

Much, however^ of inconsistency^ of illogical 
iiifereiioe, and cfisregajd of authority, might 
have^ Jbeeu forgiven, if the proposed change 
in the meaning of the term vaiile would in-^ 
troduoe a. m^ch greater degree of dearuesa 
md piecisioa into tlxe lai^guage of poUtical 
eooii<i«ny, andi ki tiiat way> be emumtly 
vseiiil to jthe progress of the science. . 

But, what would be the consequence of 
adopting the meaning which,. the. author at- 
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Mb to tbeteHQ v«aue, and of aUowing^ 

accordiag to his ovra words, that ' ' tlie value 
of a IS expressed by the quantity of b for 
which it will exchaiige, aud the value of 6 is, 
in th« mne way^ expressed by the qpiantity of 
at'* One of these consequeaces is strikingly 
described in the following- passage of the 
fittlhor's chapter on Real and Jfrnwd Value , 
a distiuctioQ which he is pleaded to call 
muaeaiung. The value of a oommodity 
denotiag, its relation m exchange to some 
other commodity, we may speak of it aa 
money-valtte, oom«valu6> cloth-value, accord*^ 
hag to the commudily witli which it is com- 
pared: and hence there are a thousand 
djifierent kinds of valuQ, as many kinds of 
value as there are comraodities in eidstencej^ 
and -all are equally real and equally npmi- 

Hia is precision with a vengeance. Now, 

though 1 am very far from intending to say. 
that the writers on poUtioal economy have 
beea aufiioiently agi^ as to the preoisa 

« DissertatioaouValue,0.i. p.S. 
. i e.ifcp.«9. . . . • . 
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meanmg which they attach to the terms valu6 
of a commoditi/y when no express reference is 
made to the object with which it is to be com** 
paied> yet, by drawing a marked line of dis- 
tinction between what has been called the 
real value of commodities and their nomi« 
nal vdlue, or, more correctly, between their 
value and their price, they have avoided the 
prodigious confusion which would arise from 
a commodity having a thousand or ten thou^ 
sand different values at the same time. When-* 
ever they use the term value of a commodity 
alone> and speak of its rising or fallings if they 
do not nieaii aioiiey-price, they refer either 
to its power of purdiasuig generally^ or to 
sometliing expressive of its elementary cost 
of production. 

In either, case^ some general and 
important information is communicated ; but 
the value of a conmiodity^ in the sense un- 
derstood by the author^ might be expressed 

a hundred different ways, without oonveying 
a rational answer to any person who had in^ 

quired about it. 

Further; the use of the tenn mlue^ in the 
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atese understood by the author, is entirely ^ 
perfluous. It has exactly the same meaning as 
the term price^ except that the terra price has 
this very decided advantage over it» namely» 
that when the price of a commodity is men- 
tioned/ without an express reference to any 
other object in which it is to be estimated^ 
political economists have universally agreed 
to understand it as I'elerring to money* This 
is a prodigious advantage in favour of the 
term price, and tends greatly to promote both 
facility and precision in the language of poli- 
tical economy* When I ask^ what is the 
price of wheat in Poland ? no one has the least 
doubt about my meanings and I should^ without 
£bu1^ get the kind of answer I intended. But if I 
asked, what was tlie value of wheat in Poland ? 
I might, accordmg to the author, be answered 
in a thousand difierent ways, all equally pro- 
per, and yet not one of the answers be of the 
kind I wanted. Of course^ whether I use the 
term value or price, if I always expressly sub- 
join the object to which I mean to refer, it will 
be quite indifferent to which term I resort. 

Bat it is vain to suppose that the public will 
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ftabmit to such ooQstBiit and tmnecessary cifw 

cumlocution. It would quite alter the lan- 
-gimge of political eoonomy ; and the kind of 
abbreviation vvhich has taken place in appli^ 
•cation to the t^rm price could not take place 
in regard to value, acccu'ding to the doc- 
trines of the autlior ; because^ when the value 
of a commodity is med alone> like &e price of 
a commodity^ no ope object rather than another 
IS entitled to a preference for the mprearim 
of that value. The author says distinctly in 
« note»* that money-value \m m greater 
daim to the general term valu& than any oth» 
kind of value- It is quite clear, therefore, 
that if the term value is only to be applied in 
the sense in which it is appUed by the author, 
it would be mudi better to exdade it atonoe 
from the vocabulary of poUtical economy as 
fitterly useless, and only calculated to produce 
confusion. 

It may be further observed, .that the sense 
in which the author proposes to apply the 
term value, is so different from ibe sense in 
which it is understood in ordinary conver- 

* Pbsettafioa on Valuer t. m$ p. Mi 
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saium^ and among the best ynHen, timi it 

would be quite impossible to maintain it with 
eonsidteneir* The anthor himself^ however 
i^bflt&nately^ afc tunes^ he seems to persevere 
in the peculiar meaning which he has given 
to the term vahie^ tiequently uses it by itself^ 
without reference to any particular article in 
whidb he proposes to express it Evm hi 
the titles of some oi his cliapters he does tiiis ; 
and when in Chapter xii he disoosses the dit-i 
iimtian iclw^en value and ridics, and in Chiqi* 
ter XI. the cmms of fotdue, we are entitled to 
complain, tiiat he has not acted according to 
the instmotions which he has given to others, 
and toU us> either expressly, or by implica^ 
tion, in what article the value here mentioned 
is to be expressed. 

Again ; when he mentions the value of that 
corn which is produced on lands paying 
rent, and when he speaks, as he frequently 
does, of the value of capital,* he does nut tell 

* Dissertation on Value, c. xi. p. 194, 224. In the 
question between Colonel Torrens and Mr. Mill, 
Whether the value of eomtnodities depends upon ca^ 
pita] as the final standard," th6 author decides against 
Mr. Mill, but surely without reason.' Mr. -Mill cannot 
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lis in what he means to express the value <^ 
oora, or of capital^ although he thinks that 
such a reference^ either expresi^ or iin^ 
plied, is always neoessaiy, aad particularly 
says^ /^Inthe preceding pages it has been 
sbown^ that we ean express the value, of 
a commodity only by the quantity of some 
other eommodity for which it will exdiange.*'* 

The meaniog, therefore, which he gives to 
the term value is such, that he cannot and 
does not maintain it consistently himsdlf^ 
much less can he expect that others should 
so maintain it* 

It appears^ then, that the author has ar- 
bitrarily adopted a meaning of the term 
value quite unwarranted by the usage of 
ordinary omversation^ duectly opposed to the 

tie wron^ in thinking, that no progresfi whatever is 

made towards tracing the value of a coiiimodity to its 
elements, by saying, that its value is determined by the 
vahie of the capital employed to produce it. The ques* 
tioii still femains, how is the value of the capital deter* 
mined? As to what the author says, p. 208» abont the 
amount of capital, unless this amount be estimated in 
money, \vhich quite alters the quebtiun, it is entirely ia-» 
lipplicable as a standards 
^ C. viii, p. 160. 
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ftuUiority of the best writers on political eco- 
nomy^ pre-eminently and coni^icuousiy use* 
less ; and of such a nature that it caimut be 
maintained with consistency. 

And what does he do with his definition 
after so adopting it? 

He applies it to try the tmth of a number 
of propointions advanced by different writers^ 
who^ according to his own showings have 
used the term in a very different sense, 

This^ I own^ appears to me much the samd 
kind of proceeding as if a person were to 
define a straight line to be something es^ 
sentially different from a hne lying evenly be* 
tween its two extremes^ and then were gravely 
to apply it to one proposition after another 
of Euclid, and show, as might easaly be done, 
graatiBg the deliiution, that the coudiittODS 
of the Grecian geometer were all wrong. 

The perseverance with which the nnttior 
ppoceeds gravely to apply his peculiar defi« 
nitkm of value to other writers^ who have 
defined it differently^ is truly curious^ and must 
be aDowed to be a great waste of time and 
labour. If^ aa he.saya h^ has repeatedly 

h 



Digitized by Google 



146 



/ DBFINITIO^'S IN A 



stated^ ^'to know the value of an ^article at 

any period is merely to kaow its relation ia 
excbaiige to some otiier commodity * and 
if^ as I believe^ no previous writer, ia refer<^ 
ling to the viilue of an article at any period 
ever thought or said that it could be ecit 
pressed by its relation in exchange to any 
other contemporary amunodity mdifferently, 
it might at once be presumed, withoutiurth^ 
trouble, that almost all former proportions 
involving the term value would turn out tQ be 
eitlier false or futile. It was quite unneces- 
aary for him, therefore^ to go into the detail s 
but as he has done so» it may be useful to fol« 
low hi|n in smne of his conclusioDS, as it may 
assist in drawing attention to a subject which 
lies at the bottom of many of the difficulties 
in political economy, and has not been auffi'^ 
cientLy considered. 

: One of the first effects of the author's defi- 

nition is to destroy the distinction between 
sdiat many writers of great authority have 
i)alled r4(d value^ and nomimd valm. I have 
already had occasion to observe, that Adam 
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Smith, by applying this terra real w ages to 
express flie necessaries and ooBvenieilcaes ot 
life earned by the labourer<> had precluded 
himself from (he power of applying it coii« 
sisteatly to the value o^a commodity » in order 
to express its power of commanding labour ; 
because it is well known that the same qnaniF 
tity of labour will both produce and commandA 
0t diffmnt fimes and linda* differrat (dream* 
stances^ a very different quantity of the necea* 
saries and oonveniencies of life. But putting 
aside for the present this acknowledged inoon« 
sistency of Adam Smith, and taking real valud 
as distinguished Irom nominal in the sense m 
which tlie writers who have so applied it 
intended, the author's observations on these 
writers are not a little extraordiaary. 

After noticing tlie doctrines of Adam Smithy 
Mr. Ricardo^ and myself, on the snlyeol of 
real and nominal value^ he says, After the 
dbquisition on the nature of value in the pre* 
ceding chapt^^ the distineiion of it in this way 
must appear to be merely arbitrary and moat 
pable of being turned to ^ny use. What in- 
formation is conveyed or what advance in 
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drgument is efiected, by telling us that value 
estfanated in one way is real^ but in another^ 
is nominal V** He afterwards goes on to say» 
in reference to a passage in the Templar's 
£&dogaes» It would not, however^ probably 
liave been written, had the autliur attended 
to tbe simple fact^ that value must always 
imply value in somethings and unless that 
sometiiing is indicated, the word conveys no 
information* Now» as the terms nominal and 
' real do not denote anything in this way, they 
ixmyey no precise information^ and are liable 
to engender continual disputes, because tlieic 
meaning is arbitrarily assumed."f 

These appear to me, 1 confess, to be very 
extriDU>rdinary observations. It must surely 
be allowed, that to compare a commodity 
either with the mass of other commodities, or 
with the elementary costs of production, is 
most essentially distinct from comparing it 
with some particular coiioanodity named. And 
if so, writers ai'e bound so to express tliem' 
sdves as to convey to their readers, which of 

^ Dissertation on Value, il p. 58, 
t Id. p. 39^ 



Digitized 



mSABBTATIOM ON TAtUE, 149 

the two they iuteud to refer to. Whether 
these ^ters have chosen tiie very best terms 
to express these ideas is another question ; 
but that the ideas themselves are quite dif- 
ferent, and that it is essential to the language 
of political economy that they should be dis-» 







9 





of a doubt It appears to me, therefore, 
almost inoonoeivable that tbe auiiior dionU 
say, " What information is conveyed, or what 
advance in argument is effected^ by telUng us^ 
that value estimated in one way is real, but 
in another, is nominal V* It might as well 
be said, that> in speaking of our planetary 
system, no information is conveyed by using 
different adjuncts to the term distance, in 
order to distingubh between the distances 
of the planets from the sun, and the relations 
of thar distances to each other. And sup« 
posmg it had been the habit of most writers 
to caU the first distances I'eal and the second 
relative, would it not be most strange to say 
that the distinction in tins way of distance 
into two kinds is incapable of being turned to 
any use, as all distance relative ? 
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Tlie author is repeatedly dwelling upon the 
felatire nature of Yalue^ as if lie alone had 
considered it in this lig^ht ; but no other writer 
that I faave me! y/riAk has erer appeared^- to 
me to use the term value without an iatelli-^ 
gible reference expressed or implied to some-* 
thing else ; and when.the author saysi in the 
passage above quoted, that value must always 
hnply value in something which ought, to be 
indieated, and that the terms nominal and 
real do not denote anything^ in this way» he 
i^pears to me, I own, to assert what is 
entirely without fdundatioii. M. Say, for 
instance, in a passage quoted by the anflior 
in his notes,^ observes, There is this jdi£* 
fer^oe between a real and a relative varia- 
tion of price ; that the former is a change of 
value arising from an alteration of the chaiiges 
of production; the latter a change ansing 
from au alteration in the ratio of value of one 
partiadar commodity to other commodities* 
Now is it possible to say with trutht that the 
real and relative values here described do not 
both refer to other objects, and that these 
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objects are not so difierent as to require to 
be distioguiahed ? 

The author may, perhaps, say, that if both 
expresflioiis are meant to be rekkive, why use 
the terms real, positive, or absolute I The 
answer is^ that the usage of iMir language 
ailows it^ and that nothing is more oommoii 
than the use of the terms real, positiv e, and 
absolute^ in oontradistinction to rdaiive, when 
the former terms have relation to some more 
general object, partiouiaily to anything which 
is considered as a standard, whether accurate 
or inaoourate. 

Thus, in the illustration beibre adverted tOf 
although all distances are relative, it would be 
quite justifiable to say, that if the earth was 
moving towards the farthest part of her orbit^ 
her positive, absolute, or real distance from 
the sun was increasing, although hei' distance 
relatively to that of some other planet er 
comet, moving from the sun with greater ve« 
iodty, wa5 diminishiag. Tall and short, rich 
and poor, are relative terms : yet surely we 
should be warranted in saying, that Peter was 
Mt onl); taller than Us three hmlibeny baU 
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really or positively, a tall man. In the first 
oase he is said to be tali ia relaticai to three 
individuals ; but a stranger, knowing nolhhig 
fvf the height of these individuals^ wonhl oIh 
tsdn very little information from the statemeut* 
He would not know whettiw Peter was four 
ibei, live feet» or wl feet high ; in the latter 
case, Peter is said to be tall in relation to the 
average or standard height of the race of men 
spoken of; and though the stranger might 
not have in his mindapafeetly aocarate nolioii 
of this standard, yet he would immediately 
have before him the h^ght of Peter within 
a few inches* instead of a few feet. 

On the same principle, would it not 
most ridiculous for any person gnvAy to pro^ 
pose that as rich and poor are relative terms» 
no one should ev^ call a man ridi without 
mentioning at the same time the individaal in 
relation to whom he was rich? It is perfectly 
Well ktiown, that when, in any particular place 
or country^ a man is said to be a rich man, the 
term refers to a sort of loose standard, express- 
ing either a certain command over the goods 
of this life, or a certain superiority in this 
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respect over the mass of the society, which 
Boperiority it had been the custom to mark by 
this expression. In either case, it would be 
dtowable to call tiie man really or positively 
ndb* Bat if the proposed change were 
adopted, and histead of saying that Mr. John 
Doe was a rich man, we could only say that 
he wa^j rich in relation to Mr. Richard lioe^ 
ais poor Richaid wkgbi he litde better than a 
pauper, Mr. Doe might, after all, be in very 
nai rovv circumstauces. 

It IS clear, therefore, not only that the terms 
real and positive may be legitimately applied 
in contradistinction to relative, when a rela^ 
tion to some more general object or sUndard 
is intended ; but that the diflFerence between 
the two sorts of relations is of the utmost 
importance, and ought to be carefully distin^^ 
guished* It is not easy to conceive, tfaerefore^ 
how any writer could suppose that the Ian-* 
gua^e of politiori ecmomy would be im- 
proved by a d^nitiou which would destroy 
this distinction, and make as many kinds of 
Vidue as there are commodities, ail equally 
real and equally nominal* In reference to 
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idl other political economists, whenever they 
have wed the term value of a coiiimodit3r» 
without specifically mentioning the object m 
vrhidi they intended to estimate it, I have 
alivays felt myself authoiised^ cx>n&istenUy 
with their general language, to consider them 
as referring tacitly either to the mass of com- 
modities, to the state of the supply compared 
with the demand, or to the elementary eoste 
ol^ production* But when the author of the 
Critical Disseiiation uses the term value, 
which he does frequently without specific ap- 
pUcation, his general doctrine must leave the 
reader quite at a loss to conjectuite what he 
means. 

Proceeding on the same strange misap* 
prehension or penrersion of the language of 

other ^vriters, the author says of the writer of 
the Templar's [Malogues^ Following Mr. Ri« 
cardo, he appears entirely to lose sight of the 
relative nature of value, and, as I have re-* 
marked in the preceding diapter, to consider 
it as something positive and absolute ; so that 
if there wene only two commodities in tiu6 
world, and they should both^ .by some chrcum* 
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stanoas or a&er^ oome io be produced by 
double the usual quantity of labour, they 
would both lise in real value» although their 

relation to each other would be undisturbed. 
Aeoordiug to this doctrine every thing might 
at once become more valuable by requiring at 
onee more laboor for its production ; a poet- 
tioa utterly at variance with the truths that 
value denotes the relation iu which commo- 
dities stand to eaeh other as articles of ex« 
ehange. Real value, in a word, is , on^ this 
theory considered as the independent resuH 
of labour ; and» consequenUy> if under ^y 
cucumstuaces the quantity of labour is in- 
creased^ the real value is increased* Henci^ 
the. paradox, that it ib impossible for a con- 
timially to increate in value — ^in real value 
observe, and yet command a contiuually de« 
creasing quantity of and this although they 
were the only two commodities in existence*. 
For it must uot be supposed that .the autlior 

means that a might increase in value ift 

relation to a third commodit][ c, wh^e it 
commanded a decreasmg quantity oi b ; ?l 
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proposition which is too self-evident to ber 
iusibted on ; but he means that a might 
increase in a kind of value called real, which 
has no reference to any other commodity 
whatever. Apply to the position of this 
author the rule recommended in the last 
chapter ; inquire, when he speaks of value, 
value in what ? and all the possible truth oa 
the subject appears in its naked simpUcity. 
He adds afterwards again, " value must be 
value in somethings or in relation to some-» 
thing."^ 

Now let the reader recollect that this pas-» 
sage was written by a person who sets out 
with saying tliat value in its ultimate sense 
appears to mean the esteem in which my 
object is beld^ and it will appear most re*' 
markable. 

. In the first place, what can the author po&- 
sibly mean by speaking- of the kind of value 
here called real, as if it had no relation to any 
thing else ? The Templar, it must surely be 
allowed, has explained himself with sufficient 

* Dissertation on Value, c* ii. p. 40. 
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deamess that by real value he means value in 

relation to the producing labour. 

Secondly, I would ask the writer, who says 
ftat the value of a commodity means the 
esteem m which it is held, whether the labour 
required to produce a commodity does not» 
beyond all comparison^ express more nearly 
the esteem in which the commodity is held, 
than a reference to some other commodity the 
producing labour of which is utterly unknown, 
and may therefore be one day or one thousand 
days? 

I have already stated that I decidedly 
differ from Mi'. Ricardo, and it follows of 
course that I differ equally from the Templar, 
in thinking that tlie value of a commodity 
may be correctly expressed by referring to the 
producing labour alone ; but compared with 
the expression of value proposed to be sub- 
stituted by the author of the Critical Disser- 
tation^ it has a prodigious superiority. Let us 
try both, for instance, by the touch of the 
talisman recommended by the author himself. 
Let the question be the value of silver before 
the discovery of the American mines ; and 
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let xA Bak, as durected, value in velatioB to 

what 2 The Templar would answer, value in 
relation to the produdn^ labour ; and though 
in this answer a material ingredient of elemen- 
tary value is omitted, yet I should collect 
from it some tolerable notion of the esteem in 
which silver was held at that time ; and if I 
founds on oomparison, that the jproducing^ 
labour was now three or four times less^ 
I should be able, with tolerable certainty, 
to infer, that silver had grown more plen^ 
tiful ; and that four centuries ago a given 
'quantity of s^ver was held in mudh greater 
esteem, that is, people woidd make a muc^ 
^ater sacrifice in order to obtain it, than at 
present 

On the other hand, if the autlior of the 
Critical Dissertation should speak of tiie value . 
of silver before the discovery of tlie American 
mines, and we should ask, value in relatioft 
to what 2 the answer would be^ I have re- 
peatedly stated that to know the value of an 
article at any period is merely to know its 
relation in exchange to some otlier commo- 

4iiy;" eonsequently^ we i^uld kmyw tlie 
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value of ffllver in the fifteenth century » or the 

esteem in which, it was held, by comparing 
it with calicoes^ although we might know 
Bothiug at all about the difficulty or iacihty 
of obtaining calicoes at that time. And if we 
were to proceed, as in the former case* andt ^ 
with a view to ascertain tbe esteem in wliich 
sttver was held in the fifteenth century, as 
compared with the esteem in wliich it is 
held in ilie nmeteenth» were to mark the ref- 
lation oi silver to calicoes in the two periods, 
it would appear, that as, owing to the im» 
pravements in the cotton machinery, a given 
quantity of silver would command more ca- 
licoes now than formerly, silver should be 
considered as being held in higher estimation 
now than four centuries ago. Yet no person, 
I believe, not even the author himself, would 
agree to this copclusion. He would pro* 
bably say iliat the compariscn was merely 
between silver and calicoes, and had nothing 
to do with anything else. If this be all he 
means, why does he confuse his readers by 
stating that value means the esteem in which 
a commodity is hdd? and why does he say 
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ihat to know the value of an article at any 
period is merely to know its relation in ex- 
cliange to some other commodity ? If all he 
means by the value of a commodity is its re- 
lation to some other, why did he not at onoe 
say, without ever talking about esteem, that 
the yaliie of one commodity in relation to 
any other was exjuressed by the quantity of 
that other for which the first would exchange ; 
and that, when the first rose in relation to the 
other, the other would always fall propor- 
tionably in relation to the first? If he had so 
expressed himself, his proposition would have 
obtained universal consent ; it would have 
been a truism Which had never been deniecU 
But as long as he continues to talk of the 
esteem in which commodities are held, his 
readers must consider ima as peculiariy 
inconsistent, if, on the supposition of there 
being only two commoditi^ in existence, he 
prefere measuring the esteem in which one 
pf them is held by its relation to the othar» 
rather than by its relation to the producing 
labour. And they must further think, that 
while he continues to state that to know the 
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value of an article at any period is merely to 

kiiow its relation in exchange to some other 
commodity he is stating a proposition whicbf 
according to the usual sense in which the 
wbrd value is understood when so placed, is 
totally unfounded. No man, I believe, but the 
author would venture to say that he should 
know the value of silver four hundred years 
ago by knowing the quantity of cahcoes which 
to ounce of silver would then command* 
The sixth chapter of the author is entitled 
On Measures of Value and the discussion 
of this subject leads him to such strange con« 
elusions, that one cannot but feel the greatest 
snipiise at his not seeing that he must have 
been proceeding in a wrong course. He ridi* 
cuies the notion of its being necessai y that 
a commodity should possess invariable value, 
m order to form a perfect measure of value. 
Such a notion, which he says in a note has 
been entertained by all the most distinguished 
writeis in political economy, he civiUy calls 
an utter absurdity. According to the doc- 
trines and language of the author, no relation 
exists between the value of a commodity at one 

M 
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time and the value of the s^Lxn^ sort of cmk^ 
^lodity^ at anpther ; aiid the only use of 
;nea$ure of Yalue» in the senses of a m^dima 
of eomparison^ is between eommoditieB exist? 
ing at the same time."* 

If thi$ bo HO, it i3> no doubt, quite ab5Ui4 
jn political economists to look for anything 
approaching towards an mvariable measum 
of value, or ev^n to talk of one commodity or 
objecdt bemg more steady or constant in 
value than another. At the same moment, 
bags of hops are as^ good a measure of tho 
relative value of commodities as labour oir. 
money* Willi regard to money, indeed, the 
author partkmlarly observest that Irond the 
relations between corn and money,, at twQ 
different periods, no other relation can be de- 
duced ; we do not advance a step beyond^ 
tlie infirmation givep» * * We gannot deduce 
the relation of valu^ between com at the 
£rst, and corn at the second period, because 
no such relation exists, nor, oonsequenilyj 
can we ascertain their qgrnparative power 
pver other commodities* If we made tbe 
* DiMierMioa on Vriuc^ p« vi, 117. 
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attempt, it would be. ia feet, endeavouring to 

infer tlie quantities of corn ^ liich exchanged 
for each other at two different periods of tinier 
a thing obviously absurd. And further^ 
money would not be hei« diseharging a par- 
ticular fimction any more than the other com- 
modity. We should hav e the value of corn 
ill money and the value of mon^ in com, bat 
one would be no more a measure or medium 
of comparison than the other /'^ 

From all this it follows necessarily that we 
must on no account say, tliat butter has been 
rising during the. last month ; if we do, we 
shall be convicted of the absurdity of pro- 
posing to 6Kchange the butter which wais con« 
sumed three weeks ago with the butter now 
on our table, in order to ascertain that a 
pound of the former will command less than a 
j^ouud of the latter. For the same reason^ 
we must not on any account say, that the 
value of wheat fell very greatly from 1818 to 
1832, and rose considerably from 1822 to 
1826. We must not venture to cpmpaTO 
the value of the advances of a master maiiu' 

5 ^iwrtstioiienValae, cvL p. 117. * 
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facturer with the Talue of his returns ; or^ in 
.estimating the rate of his profits^ presume 
to prefer money, which generally changes 
slowly and inconsiderably in its power of 
setting labour to work^ to hops^ w hich change 
jso rapidly and greatly^ &c. &c. In shorty 
the whole of the language and inferences of 
the business of buying and selling, and mak- 
ing money, must be altered and adapted io 
the new definitions and doctrines. 

It is quite astonishing that these conse- 
i[]nences should not have startled the author^ 
and made him turn back. If he had but 
;Eidhered to bis first description of vatue^ 
namely, the esteem in \vluch an object is 
beld; or even if he had interpreted his se* 
cond definition of value, namely, ' the power 
of purchasing other goods/' according to the 
ordinary and natural meaning of tlie expres« 
sion, he could never have been led into the 
strange mistake of supposing, that when peo* 
pie have talked of the value of a commodity 
at one period, compared with the value of the 
same kind of conunodityat another, they could 
only rrfer to the rate at which they would 
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actually exchange with each other, which, as 
no exchange could in such a case take place^ 
would be absurd* What then did they mcua ?• 
They obviously meant either to compare the 
esteem in which a commodity was held at oue 
period with the esteem in which it was held 
at another, founded on the state of its supply 
compared with tlie demand, and ordinarily on 
its costs of production; or to compare the 
general power of purcliasing which a commo-* 
dity possessed at one period with its general 
power of purcha^ng at another period. And 
will the author venture to assert, that there 
are not some objects better calculated than 
others to measure this esteem, or measui'e 
this general power of purchasmg at different 
periods ? Will tlie ^utiior maintain, that if^ 
in reference to two periods in the same coun- 
try, a commodity of a given kind will in the 
second period command double the quantity 

of labour that it did in the first, we could 
not with much more certainty infer that the 
esteem for it had greatly increased, than if 
we had taken caUcoes or currants as the me* 

dium of. comparison ? Or would the aulhoij 
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vpoii a little reflectiaiir repeat agBiti what M 
says m ih& passage last quoted, that from the 
ielations between corn and money in two 
•uocessiye seasons^ we &m deduee no other 
relation^ ♦ ♦ ^* money would not be here 
duohaigiog a particular fonctioa any more 
than the other commodity. We should have 
Hie value of com in money and the valqe of 
money in com^ but one would be no more a 
measure or mediom of comparison than the 
other.''* 

To me, at least, these statements appear 
utterly unfounded. . If the money-[»ice of 
corn has risen this year to double what it was 
in the last> I can infer, with almost absolute 
certainty, that corn is hdd in much higher 
estimation than it was, I can be quite sure 
&at the relation of com to other artioles, be* 
i^des money, has most essentially changed, 
and that a quarter of com will now command 
a much greater quantity of labom-^ a much 
greater quantity of doth, a much greater 
quantity of hardware, a much greater quantity 
of hats and shoes, than it did the year before ; 
* D^sertftUon oa Value, c« tL p« I17r - 
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bi rilort, that it will command nearly doyU^ 
the quantity of all other commodities which 
are in their natural and ordinary state^ and 
Iiave not been essentially affected by the 
causes which have operated upon the price 
of com. 

Where Hien is the truth of saying , that from 
the altered relation between corn and money 
we deduce no other relation ? It is perfectly 
olmous that we em deduce and do deduce a 
great number of other most important rela- 
tions ; and, in fact, do ascertain, though not 
with perfect accuracy, yet with a most desir- 
able and useful approach to it, the degree of 
increase in the power of com to command in 
exchange tlic mass of other commodities. 

On the other hand, from the diminished 
I>ower of money in relation to com, we cannot 
flifer that money has fallen nearly in the same 
proportion in relation to other commodities. 
If an ounce of silver will now command only 
half a bushel of wheat, instead of a whole 
bushel, we can by no means infer that an 
ounce of silver will therefore command only 
about half the quantity of labour^ half the 
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quantity of cloth, half the quaatity of bard-* 
ware, half the quautity of hats aiid ^oes^ and 
of all those commodities which are in their 
uatural and ordiaary state. To all these; 
pbjects money will probably bear nearly the 
same relation as before. 

Where, tlica, is the ti'uth of saying, that 
money would not be here discharging a par^ 
ticular function more than the other commo- 
dity? Broad, glaring, and incontrovertibie 
facts show, that for short periods money do€S 
perfori)! the fuuetiuu of measuring the vari-*. 

ations in the general power of purchasing - 

possessed by the corn ; but that the corn doe& 
not measure the variations in the general 
power of purchashig possessed by the money. 
This is one of the instances of that extraor- 
dinary inattention to facts which, most uufor-* 
tunately for the science of political economy^ 
the professors of it have lately indulged them-, 
selves in. 

The author has said a great deal in good 

set phrase about the false analogy involved 
in the appUcation of the term measure to the 
value of commodities at different periods ; and 
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gravely states the difference between mea- 
suiiiig length at difierent peiiods and meafiur* 
ing value. 

I was not aware that peqple were ignorant 

of this difference* As I said before, when- 
ever mention is made of the value of a comr 
modity at different periods^ I have always 
thought that a reference has been intended 
^ther to lis general power of purchasing, or 
to sometLiiig calculated to express the esti- 
mation in which it was held at these different 
periods, founded on the state of its supply 
compared with the demand, or the elementary 
costs of its production* 

But if the term has been generally uuder^ 
stood in this way» people must have been 
fully aware that value was essentially different 
from length : they would know perfectly well 
that a piece of cloth of a yard long would con- 
tinue to be a yard long when it was sent to 
China ; but that its value, that is, its general 
power of purchasing in China, or the estima- 
tion in which it was held there, wcmld pro- 
bably be essentially altered. But allowing^ 

this most marjied distinction, and that thet 
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value a commodity caimot be so well de« 
flaed, and its variatioiis so Mcnrati^ nea» 

sored, as the length of a commodity^where 
Is tlic false analogy of endeavouring to mea- 
flwe these vatiaiioBS as well aa we oaa ? We 
oaanot certainly describe the wealth of a mer^ 
ttent^ nor measure the inorease of Ub wealth 
during the last four years, with tlie same ex- 
actness as we can desoribe the height of a boy, 
and measure the amount of his growth during 
the same period. We can perform the latter 
operalioii witib the most perfect preeision by 
means of a foot-rule^ The natiue of wealthy 
and the best instraments used to measure it0 
increase, are such, that the same precision is 
unattainable ; but there is no false aualogy 
faivdred in the prooess of measuring the 
w^th of a merchant at one time witli liis 
wealth four years before, by the number of 
pounds sterling which he possesses now, as 
compared with the number of pounds sterling 
he possessed at the former period. What 
false analogy is iiivolved in applying money 
to measure the value ctf the advances of ama* 
nufacturer, as compared with the value of his 
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returns^ in order to estimat0 his profits? and 
what can tlie author mean by sayings that no 
relation of value can exist between commo* 
dities at different periods ;* and that it is a 
case where mon^has nofonction to perform) 
Notwithstanding such assertions, we see 
every day the most perfect oonvi€tioQ pre- 
vailing among all agriculturists, merchants^ 
manufecturers, and shopkeepers, and amon^ 
ail writers on political economy, except the 
author^ that to estimate the relation of com-* 
modities> at .diffanent periods, in regard to 
their general power of purchasing, and par* 
tkmbudy the power of purchasing labour^ 
the main instrument of production, is a most 
important function^ which it is peculiarly 
desirable to have performed ; and that, for 
moderately short periods^ money does perform 
tiiis function with very tolerable accuracy^ 
And for this specific reason ; that^ for mode« 
rataly short periods, a given quantity of 
money will represent, more nearly than any 
other commodity, the general power of pur* 
4$baaing, and particularly the power of setting 

* Difisertotion oa YaLue, o« 113, et seq. 
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labour in motioiit so vital to ilie capitalist.^ 
It will approach, io short, more nearly thau 
any other commodity, to that invariaUlity 
which the author ttuoks so utterly useless ia 
^ measure of \ alue, and the very mentiuu of 
which seems to excite his indignation.* 

It is^ ill fact, by means of this same steadi- 
pess of value in the precious metals, which 
they derive from their great durability, aud 
the consequent uniformity of their supply in 
the market, that they are enabled to perform 
their most importaiit functions. Hops, or 
com, as before stated, will measure the rela<* 
tiv e values of commodities at the same time 
and place; but let the author or reader 
attempt to estimate the prohts of a capi-^ 
talist in hops or com^ by the excess of the 
value of his advances above the value of his 
returns so estimated, and lie will soon be 
bewildered. If a very plendfiil year of com 
were to succeed to a comparatively scarce 
one, the former, estimating both his outgo* 
iugs and incomings in the com of each year, 
Ijdight appear ia gain above fifty per cent.^* 

* Difisertatioir on Value, c. m» p. 110, 
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while^ in reality^ he mig-ht have lost, and 
mght not be able, Yvitbout trencliiug on bis 
capital, to employ as many men on his farm 
as the year before* On the other hand^ if a 
comparatively scarce year were to succeed to 
a plentiful one^ his profits^ estimated in com^ 
might appear to be less than nothing, and 
yet he might have been an nnusual gainer» 
in reference to his general power of pur-* 
chasing labour and other commodities, except 
com. If the hop-planter were to estimate 
his advances and retuius in hops^ it is 
obvious that the results would be of the same 
Idnd^ but aggravated in degree* 

It must be allowed, then, that the commer- 
cial MTorld have acted most wisely in select* 
ing, for their practical measme of value, a 
commodity which is not only peculiarly con- 
venient in its form, but is, in general, subject 
only to slow changes of value ; and possesses, 
therefore, that steadiness in its power of 
purchasing labour and commodities, without 
which, all confidence in carrying on mercan- 
tile enterprises^ of any duratioiv vv uuld be at 

an end« 
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But though the precious metals are a veiy 

useful aud exoeUent moasure of value for 
those periods^ within which almost all mer- 
43aiitile traneacttoiis are began and completed ; 
yet, as Adam Smith very justly observes^ 
ftey are not so for very long* periods ; not 
because there is no function for them to per* 
form, but because, in the course of four 
hundred years* they are fonnd to lose that 
uniformity of value, which, in general, they 
retain so well during four years* 

I can by no means, therefore, agree with 
the author, when he says, speaking of the 
precious metals, that, in regard to mea- 
suring or eompai'ing value^ there is no ope- 
ration that can be intdligibly described, or 
consistently imagined, but may be performed 
bytiie media of which we are in possession. **• 
Surely, to measure the relative power of a 
commodity over labour and the mass of other 
commodities, at different and distant times^ 
is an operation which may be both covix 
sistently imagined, and mtelligibly described ; 
yet it is quite certain, that, in regard to dis^ 

* Dissertation on Value, c. vi. p. 102, 



tani periodi» the pfecious metels.wiU not 
p^ibrm this well* Would the s^uthor him- 
self venture to sa,y> that the general power <^ 
purchasing possessed by an ounce of silver 

in the lime of Edward the Tliird, was not 

veiy muob greats than the general power 
of puicUasing possessed by an ounce of 
silver in the time of Georg^e the Fourth ; 
or, that the same quantity of agricultural 
lal^ouTp at tiiese two periods, would not mneh 
mor$ nearly have represented the, same ge- 
neral power of purchasing? The author 
(leems equally unfortunate when he launches 
out in praise of the precious metals as a 
measure of value, as when he says that theyt 
do not perform this fimction better than 
com. 

It will be observed that, in speaking of the 
values of commodities, at different periods,. 
«B meaning their di&rent powers of pur- 
cha^g at those periods,, the kind of valua 
refeited to is, exclusively, value ui exchange.. 
iMdf in re£^nce to value in exchauge^ ex- 
clusively, it appears to be of the utmost 
import^ce to the language of politiml eco« 
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nomy, to distm^uish between the power of 
purchasing geaerally, and the power of pur* 
chasing any one commodity. 

But it must not be imagined that when 
the estimation ia wliich a commodity is held 
at different periods is referred to» as deter^ 
mined at the time by the state of the supply 
compared with the demand^ and ordinarily 
by the natural and necessary conditions of its 
supply, or by the elementary costs of its pro* 
duction, which are equivalent expi^ssions> 
that value in exchange is lost sight of. Yet 
the author is continually falling into this kind 
of misappreliension^ and into a total fi»rget- 
fulness of his first account of the meaning of 
value, in his examination of Mr. Jiicardo*s 
views, as to the uses of a measure of value, 
in which, he says» a singular confusion of 
thought is to be discovered.* 

Suppose, he observes, that we had such a 
commodity as Mr. Ricardo requires for a 
standard : suppose^ for instance, all commo- 
dities to be produced by labour alone^ and 
silver to be produced by au iuvaiiable quan- 
* DisMTtotion ob Yalue^ c vi. p. 190. 
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Hky of labour. In this case, silver would be, 
aocording to Mr. Rioardo^ a perfect measare 
of value. But in what seuse ? What is the 
funotion performed? Silvw, even if inva^ 
riable m its producing labour^ will tell 
notlung of the value of odier ooniinodities. 
Their jrel^tious in value to silver* or their 
prices, must be ascertained in the usual way ; 

and, when ascertained^ we shall certakly 

know the values of commodities iu relation 
to aadb other ; .but in all this, ihere is no 
assistance derived from the producing la* 
bour of silver being a constant quantity.*** 

I have already described the function which 
silver would have to perform in this case> 
Bamely^ either to measure the different pow-> 
ers of purchasing possessed by commodities 
at different periods^ or to measure the dif- 
ferent degrees of estimation in which they 
were held at these diflferent periods. 

Now^ in the first place^ with regard to the 
general power of purchasmg^ can it be denied 
for a moment, that, granting all the premises* 
as the author does hypothetically* silver, so 

* Dissertation ou Value, c. vi. p. 122. 

N 
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produced, woidd be, beyond coaspmamf a 

better measure of the power of puichasing 
generally, fhansilyer sus it hast been. oetually 
produced! It would b§ secuied from tbat 
greatest source of variation in tte genial 
power of purcbajiuag ocqaaioped by the variar* 
tion ill it^.uwn piuduciug labour; aud aa 
pimoe' of such silyer would command mucb 
more nearly tlie same quautity of l»bo^m and 
commodities, for four or eve hundred yeam 
togetbert than an ounce of silver derived 
from mines of greatly varying fertility. 

Secondly, wiUi r^;ard to the estimation in 
which a comiuucUty ib held, it is not easy to 
conceive a mere complete measure;. If sffl 
commodities w ere produced by labour aJloue, 
and exchanged with eadb oth^ according to 
the producing labour ; and if silver were 
produced by aii iiivaiiablc quantity of labour, 

the quantity (rf* silver given &xc A oommodity 

in the mart^t at different periods, would 
express almost accurately the rdative esti* 
mation in which it was held at these periods; 

because it would express at ou^ th^ relative 
sacrifice which peopte were willing to make, 
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in order to obtaia such a commodity at these 
different periods; Uie relative conditions of 
the supply, or el^entary costs of produo* 
tbn^ of such commodity at these periods ; 
and Ibe proportion of tho produoQ to the 
producer, or the relative state of the demands 
as compared with the supply of such commo- 
dity at these different periodic. And if the 
value of a pommodity means, as the author 
has told US in the first sentenit^ of his book^ 
the esteem iu which it is held, Mr. Ricardu*^ 
measure would certainly do all which he pnh 
posed it should do ; and this speoifically on 
aecount of its invariability in relation to the 
estimation in which it was heldL 

It would not merely indicate, as the author 
states, in which of two commedities varying* 
in relation to each other, at different periods, 
the variation had taken place but it would 
express the precise amount of the variation ; 
tluit is, if it appeared by documents that the 
price of a yard of cloth of a certain quality 
four hundred yems ago was tv\ enty shillings, 
and its price at present was only ten shillings, 

* DisMrtaUon on Value, c. vi. p. 121* 
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it would foUow> that the estimation in wiiich 
it was held, or its value, had fallen one-half ; 
because, as all commodities are^ by the sup-^ 
position^ produced by labour alone^ the sacri-^ 
fice with which it could be obtained^ %he 
necessary conditions of its supply, or the 
elementary costs of its production, had di- 
minished ohe-half« 

The variations of a commodity, in relation 
to this kind of standard, would further show> 
with great exactness^ the variations in its 
power of commanding all those commodities 
which had not altered in the conditions of 
their supply, or the elementary costs of 
production. If a commodity rose or fell in 
this standard price, at diflferent periods, it 
would necessarily rise or fall exactly in the 
same proportion in its power of commanding, 
in exchange, all those comniodities which 
had not altered in the conditions of their 
supply, or their elementaiy costs of produc- 
tion. 

But still, it will be readily acknowledged, 
that, even granting all that the author has 
granted hypothetically to Mr* Bicardo, it is 
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not trae that such silver would be an accurate 
measure of tlie general power of purchasing. 
Although the circumstance of its invariability, 
in regard to its producing labour, would give 
it a prodigious superiority over all other 
commodities even in this respect, yet, as the 
producing labour of many commodities may 
vary in the progress of society, it is quite 
impossible that the same quantity of any pne 
object can, tlurough successive periods, re- 
present the same general power of pur- 
chasmg. This is universally allowed; and 
as it would be clearly desirable to have pm 
rather than two definitions of value, tlie 
question is, whether, both on this account, 
and on account of the universal language and 
practice of society, for short periods, it 
^would not be decidedly better to confine the 
term value pf a commodity, when used g ene- 
rally , to . the estimation in which it is held, 
determined by the state pf the supply com- 
pared with the demand, and ordinarily by 
tlie elementaiy costs of production, rather 
than to its general power of purchasing. 
There is very nearly an accurate measure of 
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the former; it is universally acknowledged 
that there cannot be an accurate measure of 
the latter; and further, it is most important 
to remark tbat^ in adopting the former, our 
lati^af^ would much more tiearly ooindde 
with the ordinary language of society in re- 
ferring to variations of value, tlian if we 
adopted the latten 

As a matter of fact, when a rise in the 
^oe <rf hops or of com is spoketi of, wlio 
ever thinks about the changes which may 
have taken place in the values of iron, flax, 
or cabbages t For short periods^ we conrider 
money as nearly a correct measure of the 
▼alues of commodities^ as well as of their 
prices ; and if hops and corn have risen in 
this metetire, we do not heiNfate to say that 
their values have risra, without the least 
r^rence to cloths, oilicoes, or cambrics* 
Hiis is a dear proof that, in geneiBl, what 
we speak of the variations in the values of 
commodities, we do not measuie tiliem by 
the variations in their general power of pur- 
t^asing, but by some sort of standai'd which 
we think better reprasents the varying esti- 
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inatkm in which they are held> detemuned ad 

all times by the state of the supply compared 
with the demand, and» on an average, by the 
elemeatary costs of productioa. 

Tlie only variations in the general power 
of a commodity to purdbtase, which wte sua* 
ceptible of a distinct and definite measure, 
are those which arise fpom oaosea which 
affect the commodity itself, and not from the 
eEmsea which afifect the innumerable artidea 
dgainst which it is capable of b&ng ejL^ 
changed. In speaking, therefore, of the vari* 
ations in the value of particular commodities^ 
it is not only more accordant witii the accus- 
tomed meaning attached to the expresBioii» 
but absolutely necessary with a view to pre- 
cision, to consider them as exclusively pro* 
portioned to, and measured by, the amount 
of tlie causes of value operating upon them- 
selves. 

Mr. Bicardo, therefore, quite consistently 
with his own hypotibesis, considefs a oommo* 
dity» the producing labour of which has 
doubled^ as having increased to double its 

fbmer value, it has increased in lelatiou to 



a standard which, according to him^ is the 
sole cause of value ; it will command just 
doable the quaatity of all those commodities 
which have aot altered in their prodocing 
valae; and if it will not coinmaiid just douUe 
the quantity of other commodities, it is ^ot 
beoaose it will not command just double the 



value which it did before^ .but because, on 
account of the changes in the producing 
labour of the other comipodilies; double the 
quantity of them lias becomujnore or less than 
double the Taiue. / 
. On the same pnuciple, Adam Smith con- 
siders the value of cattle as rising in the pi o- 
gress of cultivation and improvements al- 
though the value of land, the value of wood, 
the value of poultry, Sf/i*, might rise still 
higher^ and^ consequently, a given quantity 
of cattle mighty with r^ard to some commo- 
dities or sets of commodities, have its .power 
of purchasing diminished. But iu saying tliat 
the value of cattle rises hi the progMss of 
cultivation^ he means to say, that it rises iu 
relation to a standard^ namely, the bbour la 
commodity will command, whioh represents 
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at different periods the state of the supply of 
oattle compared with the demand, and, on an 
aYerage> Uie elementary costs of their pro- 
duction ; and, consequently, much better, 
repieaents the estimatioii in whioh they aw 
held than any commodity or set of commo- 
dities. Labour,'' he observes, it must 
always be remembered, and not any parti<» 
cular commodity, or set of commodities, is 
the real measure of the value both of sUver 
and of all other commo^ties.*** 

Even the author himself^ has a chapter cm 
the causes of value; and here he. finds it 
absolutely necessary to estimate Die causes 
affecting one commodity as distinct from the 
causes aflfecting another ; although, accord- 
ing to his previous doctrine, the value of 
one commodity might be just as powerfully 
affected by causes operating upon another 
commodity as by causes operating upon itself; 
If a and b be compared, the value of a will 
be equally doubled^ whether the elementary 
cost of a be doubled or the elementary cost 
of ^ be diminished one half; and so no doubt 

* Wealth of NaUous. b. L c. Jd. p. 291* 6th edit ' 
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k woiikl» if the relatkm of a to ^ were aboe 

considered. But what does this prove? not 
fhat the valtte of a is not irerf diffiMrratty 
aflfected in the two caaed^ aooording to Ad 
most ordinary^ the most useful, atid the most 
correct acceptation of the term value ; bat 
ilMtt to confine the term value^ as the author 
does, to Hie mere relatioo of any one coimno* 
dity to any other, is to render it pre^- 
ftratly fntile and useless. 

In first separating value in exdiang^e from 
value in use, it may be allowable to distin- 
guifili it by the title of the power of pur- 
chasing other goods, is Adam Smith has 
done, though uev^er to interpret this power 
as the power of purchasing any one sort of 
goods, as the author has done. But the mo- 
ment we come to inquire into the variations 
of the values of commodities at different 
periods, we must, with any view to precisioti 
and utihty, draw a marked line cS distinction 
between a variation in the power of pur- 
diasing derived from causes affecting tiie 
particular purchasing commodities, and the 
variations m the power of purchasing which 
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nmy arise from canseB operating ttpon the 
purchased commodities. We must confine 
our attention exclusively to the former ; and 
for this purpose refer to some standard which 
will best enable us to estimate the variations 
in the elementary costs of production^ and in 
the state of the demand and supply of these 
commodities, as the best crit^on of their 
varying value^ or the varyinig estknatioa m 
wliich they are held at different periods. 

On these grounds» Mr* Ricardo, consist- 
ently with his peculiar theory, measures the 
varying values of oommodities at different 
periods by their producing labour* 

And Adam Smifli^ conastently with his 
more just and ap{dicable theory^ measures 
the values of commodities at different periods 
by the labour whidi they will onnmand. 

Among tlie author's chapters is one (the 
seventh) entitled On the Measure of Value 
proposed by Mr. Malthus. ' ' 

In order io prepare himself for tlie refuta- 
tions intencted, he sums up his prindpal doc* 
triues respecting value ; and as they are here 
brought mto a small oompasS) I cannot resist 
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the tempiation of quoting them in his own 
words. 

He says» It has been shown that the 
value of labour, like that of any other ex.- 
chaiigeal>le article, is denoted by the quan^ty 
of some other cominodity for which a definite 
portion of it will exchange, and must rise 
or fall as that quality becomes greater or 
smaller, these phrases being only different 
eKpreoBions of the same event. Hence» 
unless Idl^our always exchanges for the ^ame 
^[uantity of other things, its value cannot be 
invariable, . and^ consequently, the very sup^* 
position of its being, at one and the same time^ 
invariable, and capable of measuring the vari- 
ations of other commodities, involves a con- 
tradiction." 

It has also been shown, that.to term any- 
thing immutable in value, amidst the fluctua- 
tions . of other things, implies that its value 
at one time may be compared with its v alue 
at another time, without reference to. any 
ather commodity, which is absurd, value 
denoting a relation between two things at the 
$jime time ; and it has hkewise been shown. 
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that iu uo sense could an object of invariable 
value be of any i)eculiar service in the capa- 
city of a measure. 

These considerations,'* he says^ " are quite 
sufficient to overturn the claims of the pro- 
posed measure, as muiutained by its ad« 
vocate/** 

i am most ready to acknowledge that they 
are amply sufficient for the purpose, if they 
are true. But is it possible that doctrines 
can be true, vvhich^ having no other founda- 
tion than a most arbitrary and unwarranted 
interpretation of a definition of Adam Sniitli, 
lead directly to the subjoined conclusions? 

First; That the value of labour rises or falls 
as a given portion of it will exchange for a 
greater or less quantity of silk or any other 
commodity, however unconnected with the 

4 I 

labourer's ivants ; so that if silks were to fall 
to one-half their price^ the value of labour 
would be doubled. 

Secondly ; That the value of com in one 
year cannot be compared with the vakie 
of com in another, because value denotes 

* Dissertation on Value, c, vii. p. 140. 
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only a relation between two things at the same 

time. 

And thirdly, Tliat the comparative steadi- 
ne^ ia the value of the precious metais, for 
short periods, is of no service to them ia the 
capaoity of a measure of value^ 

The decision of the question, as to the 
truth of doctrines neoessanly leading to such 
conclusions^ may be safely left to the reader* 
But to return to the main subject of tbe 
chapter* namelyi the measure of value pro- 
posed by me. 

. In a publication entitled The Mumn of 

Value stated arid illustrated" I had given 
reasons, which appeared to me convmcing, for 
adopting labour, in the sense in which it is 
generally understood and applied by Adam 
Smithy as the measure <^ value ; and further 
to illustrate the subject, ainl bring into one 
view the results of different suppositions re. 
specting the varying fertility of the soil and 
the varying quantity of com paid to the la- 
bourer, I added a table in which different 
suppositious of this kind arc made. 

In reference to this table the author ob- 
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serves, that In the same way any article 
might be proved to be of invariable value, 
for instance, t0n yards of cloth. For whether 
we gave 61. or 10/. for the ten yaids, the sum 
given would always be equal in value to the 
doth for which it was paid, or, in other words, 
of invariable value iu rclatiuu to cloth. But 
that which is given for a thing of invariable 
value must itself be invajriabley whence the 
ten yards of doth must be of invariable 
value.''* 

This comparisou shows either a most sin- 
gular want of discrimmation, or a purposed 
disregard of the premises on wbicli tlic table 
is founded* These premises are, that the 
natural and necessary conditions of the supply 
of the great mass of commodities, or, in other 
words, their elementary costs of production, 
aie, the accumulated and immediate kilxiur 
necessary to produce them^ with the addition 
of the ordinary pioiits upon tlie whole 
advances for the time they have been 
advauc^; and that tlie ordinary values 
of commodities at different periods, accord* 
* Dissertation on VAiuei c. vL p, 145« 
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ing to the .most cusUnnary applicatioa of the 
terra, are determined by tlie elementary costs 
of production at those periods, that is^ 
by the labour and prohts worked up iu 
ihem. 

; If these premises be just» the table correctly 
illustrates all tliat it was intended to illus- 
trate. If the premises be false, the whole 
(alls to the ground. 

Now, I would ask the author, what sort of 
resemblance tliere is between ten yards of 
doth and ten days' labour? Is cloth the 
universal and the main instrument of pro- 
duction ? Is the advance of an adequate 
quantity of cloth the natural and neoessary 
condition of the supply of all commodities ? 
Has any one ever thought of calling cloth and 
profits the elementary costs of production i 
or has it ever been proposed to estimate tbe 
values of commodities at different periods by 
the different quantities of cloth and profits 
worked up in them ? 

If these question^ cannot be answered in 
the affirmative, it is obvious that what may be 
true and important with regard to labour, may 
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be perfectly fiJse tit fiitile in regard to any 
product of labour.* The whole depends upon 
the mode of estimating the values of com* 
modities* 

It would, no doubt, be an absurd tautolo- 
gical truism merely to state, that the varying 
wages of a given quantity of labour will 
always command the same quantity of labour ; 
but if it were previously shown that the quan* 
tity of labour which a commodity cummands 
represents exactly the quantity of labour 

* It has always been a matter of great surprise to 
me that I should have been accused of arbitrarily 
adopting labour as the measure of value. If there be 
AOt a most marked and characteristic distinction be- 
tween labour and any product of labour, I do not know 
where a characteristic distinction between two objects 
Is to be found ; and surely I have stated this distinction 
often enough, and brouarhi forward the peculiar qua- 
lities of labour as my reasons for thinking that it may 
be taken as a measure of value. Opinions may differ 
as to the sufficiency of these reasons, or as to the 
degree of accuracy with whidi it will serve the purpose 
of a measure. But how it can be said that I have 
adopted it arbitrarily, is quite unintellip;-il)lt! to me. If 
I had merely stated, that 1 had adopted it because it 
was the main element in the natural costs of pro- 
duction, there could have been no ground for such a 
eharge^ 

o 
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worked up in it, with the profits upon the 

advances, and does therefore really represent 
and measure those aatuial and aeccbiaiy 
conditions of the supply, those el^entary 
costs of production which determiuc value ; 
ihra the truism that the varym|^ wages of a 
given quantity of labour always conlniand the 
same quantity of labour, must necessarily 
involve the important truth, that the elemea-* 
tary costs of producing the varying wages of 
a given quantity ci labour must always be Hm 
same. 

It is obvious to any person inspecting the 
table, that the unifcHrm numbers in the seventh 
column, illustrating the invariable value of the 
wages of a. given number of men, might, with 
perfect certainty, have been stated \^ ithout 
the intermediate steps ; but if they had been 
so stated, no conclusion respecting the con«- 
stancy of the value of sucli wages could have 
been drawn. The intermediate steps, which 
sliow that the value of the wages of ten men 
is there estimated by the causes which had 
been previously shown to determine the 
values of all commodities^ can alone warrant 



the conclusion that the uniform numbers ia 
the seventh oolanm imply tmifonmty of vabM 

in the wages. 

Mr. Bicardo had stated repeatedly^ that 

the value of the wages of labour must neoes- 
sarlly rise m the progress of society. He 
buildst indeedf the whole foundation of his 
thetwpy of profits on the rise and fall of the 
value of liJ>oiir« The table shows tibat, if wa 
estimate the value of wages by the labour 
worked up in Hhem^ that isr by one element 
of value> Mr. Ricardo is right, and the value 
of wages will really rise as poorer land is 
taken into cuttivatian; but that, if we esti- 
mate the value of wages by tlie labour and 
proJU$ worked up in th^, that is, by the two 
elementary ingredients of value^ the value of 
wages win remain the same. 

The author says that, from the remarks he 
has made, the reader will perceive that Mr. 
Maithna's Table iUustratmg the invaiiaUa 
value of labour,*' absolutely proves uotlmig;* 
and he oonehides his ehapter with observing^ 
that ^his cursory review evinces that the 

* DiswortaAioii on Ytilue, c. vii* p. 148. 
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forniidd>le array of 6^res in tiie table yields 
not a sin^e new or important truth. 

I was not aware that it was ever expected 
from a tabular arrangettient» that it should af- 
ford logical proofs of new propositions ; hat, if 
tl^ author means that^ taking the whole pub* 
lication together, it contains nothing new or 
important, though I may be bound to believe 
it in relation to his own reading and his own 
views, I cannot help doubting it a little iu 
r^^ard to the reading and views of many 
others ; and I am quite certain that, with 
regard to myself, tiie view I there took of the 
subject of valuot and of the reasons for 
adopting labour as its measure, was, in many 

of its parts, quite new to me a year before 
the publication. 

In the first place ; I had nowhere seen it 
stated, that the ordinaiy quantity of labour 
which a commodity will command must re- 
present and measure the quantity of labour 
worked up in it, with the addition of proiitb. 
But, as soon as my attention was strongly 
drawn to his truth, the labour which a com^ 

^ Dissertaliou on Value, c. viL p. 
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inoditjr would ordinarily command appeafed 
to me in a new light* I had before consi-* 
dered labour as the most general and the 
most important of all the objects given in 
exchange, and, therefore, by far the best 
measure of the general power of purchasing' 
of any one object ; but after 1 became aware 
that, by representing the labour worked up in 
a commodity, with the profits, it represented 
tlie natural and necessary conditions of its 
supply, or the elementary costs of its pro«> 
duction, its importance^ as a measure, ap- 
peared to me veiy g-reatly increased. 

Secondly; I had nowhere seen it stated 
{hat, however the fertility of the soil might 
vary, the elementary costs of producing the 
wages of a given quantity of labour must 
always necessarily be the same. Colonel 
Turrens, in adverting to a measure of value, 
says, In the first place, exchangeable value 
is determined by the cost of production ; and 
there is no commodity, the cost of producing 
which is not liable to perpetual fluctuation* 
In the second place, even if a commodity 
could be found which always required the 
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for ita production, it would 
ttotf therefore, be of iuvari^Ue excliaugeable 
value, so M to ierre w a standard for 
mea;iuring the value of other things. £x« 
chan^ble ipalue is detenmned, not by ike 
abfioHute, but by the relative^ cost of {uroduo* 
tion."* 



a view to &uperi(»r aocuracy mid utiUty, and 
a more oomplete eonformity to tfae language 
and practioo of sodety> in estimatiog the 
vaijiiig values of commodities for short 
periods, it was necessary to separate the 
yariatious in the power of a commodity to 
purchase, into two parts ; the first, derived 
from causes operating upon tiie c(»nmodity 
itself; the second, from causes operating 
upon other commodities; and. in speaking 
of the variations ia the exchangeable value 
of a commodity, to re&at only to the fcme^. 
In tliis ease it is obvious that, according to 
Ckdonel Torrens, we should possess a mear 
sure of value if we could find an object the 
cobt of producing which was always tlie same. 
* Oa tiie IVpdttcUon of WealUi» c. L p« 5II« 
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Now it is shown, in the *' Measure of value 
stated and Ulmlrat^f' that the oonditioiis of 
the supply of labour, or the elementary costs 
o( prodttcing the oom wages of a given 
uumber oi men, estimated just in the same 
way as we should eertimate the elementary 
coats of producing cloth, linens* hanlimn^, 
or any other commodity, must of necessity 
always remain the flame. 

I own that these two necessary qualities oi 
the labour, which commodities will ^dimtrify 
command^ were practically new to me ; and« 
when forced on my attention, and accom- 
panied by the convictiQn above deseribedt as 
to the most correct and useful definition of 
value^ made me view labour as a measure of 
value* so far approaching towards accuracy, 
considering the nature of the subject, that it 
might £uriy be called a standard. 

The publication was albo marked by anollier 
peculiarity, wfaidi I cannot but consider as of 
some imp(Miance : namely, the constant use 
of the term labour and proJUs, instead of the 
customary one, labour and capitaL 

It must be allowed that the cxprcsdiou 
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Ubcur and capital is esseatiaUy tautological. 

In every definition of capital I have met with, 
the means of commanding labour are in- 
cluded; and there can be no doubt that ma* 
chineiy and raw materials require labour 
for their production of the same general 
description, and usually in as large a pro- 
pwtion, as the labour advanced by the last 
capitalist. Speaking loosely, we may iadeed 
use the expression labour and capital, meaning 
by capital, when so used, all that part of the 
general description of capital which does not 
oonast of the means of commanding the 
immediate labour required. But when we 
are engaged in an inquiry into the elements 
of value, nothing can be more unphilosofJiical 
than to talk of labour and capital . Excluding 
rent and taxes, the only elements concerned 
in regulating the value of commodities are 
labour and profits, including, of course, hi 
such labour^ the labour worked up in the 
raw materials, and that portion of the ma* 
chinery worn out in the production; and 
including in the profits, the profits of the pro- 

duc^i^ of the raw materials and inadunery. 
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To say that the values of commodities are 
regulated or determined by the qmntity of 
coital and labour necessary to produce them 
is essentially false. To say that the values 
ci commodities are regulated by the quan* 
tities of labour and profits necessary to 
produce fhem is, I believe, essentially true. 
And if so, it was a point of some importance 
to substitute the expression labour and pro^ 
JUs for the customary one of labour and 
capitaL 

I have been detained longer than I m« 

tended by the Critical Dissertation on the 
Nature, Measures^ and Causes of Value. 
There is still matter of animadversion re- 
maining ; but were I to go on I should tire 
my readers, if I have not done it akeady. 

The author, when not under the iiiflucacc 
of his peculiar definitions, makes some very 
just observations ; and the work is exceed- 
ingly well written ; which makes it a matter 
of greater surprise that its mam pi'oposition 
should be so strikingly adverse to the prin- 
ciple of utility, and so peculiariy calculated 
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to retard the progress of that science which 
it must have beea intended to promote. 

I do not think it necessary to the object I 
have in view» to proceed further with these 
remarks on the definition and use of terms 
ammg political economiste. What I faave 
akeady said, if just« will be sufficient to show 
tliat iiiuch uncertainty has arisen from our * 
negligence on this important pointy and much 
improvement might be expected from greater 
attention to it. I shall now^ therefore^ 
proceed to dehne $ome of the principal terms 
in political economy^ as nearly as I can, 
according to the rules laid down. But before 
I begin^ I thuik it may be useful to give a 
summary of the reasons finr adopting the 
subjoined definition of the measme of vakie. 

* I am very ready to include myself amon^ those 
poliUcal economUls w>o huve not been sufficienUy 
attentiYe to this subject. 
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Chapter IX« 

•CmMABY OF THE HBASOMS FOR ADOFTIMa THE BUB" 
^OINBD PRFINITIOK OP TBX XEABORB OP VAI^VR. 

As a prelimiuaryj, it may be proper to state, 
that it seems absolutely essential to the 
language of political economy, that the ex- 
pression value of a commodity, like the 
expresdon price of a commodify, should have 
some fixed and determined sense attached 
to it. Every person who has either written 
or talked on the subject of political economy, 
has been constantly in the habit of using the 
term without specifically expressmg the object 
of comparison intended : and if it were true, 
that we might with equal propriety suppose 
any one of a thousand different objects 
referred to^ it might easily be shown, that 
all past writers who had used the term value 
had talked the grcatcist nonsense ; and all 
future writers must abound in the most tedious 
circumlocutions and the most futile propo- 
sitions. 
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But the author of the Critical Dissertation 
on Value has certainly done injustice to the 
writers who have gone before him^ in sup- 
posing that when they have used the term 
value of a commodity, no reference was 
implied, if it was not expressed. As I stated 
before, they must be considered as referring, 
in some form or other, either to its general 
power of purchasing, or, to the estimation in 
which it was held, determined by the state of 
its supply compared with the demand, and, 
on an average, by the elementary costs of 
production ; and as it would be perfectly ridi- 
culous to suppose, that when the values of 
cuiiimodities^ at different periods^ are spoken 
of generally, by respectable writers, fliey 
could mean to refer to individual commodi- 
ties not intended to represent, more or less 
accurately, the above objects of reference ; 
it is obvious, that the ultimate reference 
implied must be confined to one of these, or 
their equivalents. 

I have already given my reasons for think- 
ing it more correct and useful to refer to the 
estimation in which a commodity is held, 
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determined as above described^ rather than 

to its general power of purchasing; but^ as 
others may be of a differtot opinion^ it may 
be useful to include among the reasons for 
adopting labour as a measure of value^ its 
quaUties as a measure of the general power 
ofpurchasmg. 

Supposing^ then, that the exehangeable 
value of a commodity were defined to be its 
general 'power of purchasings this must refer 
to the power of purchasing the mass of 
commodities ; but this mass is quite unma- 
nageable^ and the power of purchasing it 
can never be ascertained. With a view, 
therefore, to its practical appUcation, it would 
unquestionably be our endeavour to fix upon 
some object, or set of objects, whidhi would 
best represent an average of the general mass. 
No w, of any one object, it cannot for a moment 
be denied that labour best represents an 
average of the general mass of productions. 
There is no commodity consida^ed by society 
as wealth, for which labour is not, in the first 
instance, exchanged ; there are very few for 
which it is not exchanged in great quantities; 
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•Dd this cau be said Of ao Other object, 

except labour^ and the circulating medium 
wlueh represente it It is^ at onoe^ the first, 
the universal^ and the most important object 
given in exchange for all commodities ; and 
if to this we add^ that while 4here is one large 
class of commodities^ such as raw products, 
which in the progress of society tends to rise 
as compaied with labour, there is another 
large class of commodities^ sadi as mamidbo* 
tured articles, which at the same time tends 
to fall ; it may not be far from the truth 
to say, that the portion (tf the average mass 
of commodities which a given quantity of 
labour will command in llie same coantry» 
during the course of some centuries, may not 
very essentkdly vary. 

Allowing, however, that it would vary, and 
that labour is an imperfect measure of the 
general power of parchasuig ; yet, if some 
sort of staudard more applicable than the 
mass of commodities be requu>ed, and labour 
appears to be beyond comparison the bes^ 
representative of this mass, there will be 
a v^ powerful reason for adopting labour 
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as the praDtioai measure of value, even 
among tliose who may persevere in tlunldiig 
that the best dftfinition of value in exchanige 
is the general power of purchasing. 

To tliose^ however^ viiio hold the opinioii 
that the variations in the exchangeable value 
of a commodity and the variations in its 
power of purchafling are not identical^ and 
that a oommodity increases in exchangeable 
valoe only when it will eommand a greater 
value in uc/iarige, while its power of pur* 
chasiiig may increase merely because it will 
eommand a greater quamiity of commoditiea 
which have confessedly fallen in value, the 
reasons for adopting labour as the measnre^of 
value will be found to increase tenfold in force* 

There are varions ways of describing value 
in the sense here understood ; and the slights 
est exaniiuation of them will show that the 
labour whidi a commodity will command can 
alone be the measure of such value. 

First ; The author of the Critical Disserta- 
tion on Value has commenced his work by a 
description of it^ in which I eutirely agree 
with him* He says^ as I have before stated^ 
that value^ in its ultimate sense; appears to 
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mean the esteem in which any object is held. 
Bat it is obvious that flie degree of ibis 
esteem caoiiot be measured by compaiing 
it with another commodity about which we 
know as little as of the first* The com- 
parison vvitli money would leave us as much 
ia the dark as ever, if we did not previously 
know the estimation in which money was 
held.* Even the mere rebOim values of two 
commodities cannot be infixed by putting 
them bide by side, and looking at them for 
any length of time. Before we can attain 
even this partial conclusion, we must refer 
each of them to the desires of man» and the 
means of production ; that is, we must make 
a previous comparison, in order to ascertain 
the value of each before we can venture to 
say what relation one bears to the other. It 
is this primary comparison whioh^ indepen- 

* If in a ibreigQ country, in which the relation of 
money to men and labour was unknown to us, we were 

Ujld that a quarter of com was selling for foui' ounces 
ot silver, we should not know whether there was a 
famine, and corn was held in the highest estimation, or 
whether there was a glut of com, and it was held in the 
lowest estimation. The very term estimation, as ap- 
plied to commodities, must of necessity refer to man 
and labour. 
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dently of aay secondary comparison, deter- 
mines the estimation in which the commodity 
is held. And as this primary comparison can 
only be represented by the exchange with la- 
bour, it is certain that» if we define the value 
of a commodity to be tlie estimation in wliich 
it is held^ the quantity of labour which it will 
command can alone measure this estimation. 

Secondly : L(>cke, most justly looking to the 
foundation of all value, con^ders the value 
of commodities as determiued by the pro- 
portion of their quantity to th^r vent, or of 
the supply to the demand ; but the varying 
vent or demand for one commodity cannot 
possibly be represented by the varying quan- 
tity of anotlier commodity for which it is ex- 
changed, unless the second commodity remaui 
steady in regard to labour. If at one time I 
give two pounds of hops for a yard of cloth, 
and at another time only one, it does not 
at all follow that the demand for elulli has 
diminished; on the contrary, it may be in* 
creased, and in giving the value of one pound 
of hops, I may have enabled the cloth ma- 
uutocturer to set more men to work, and to 
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obtain higher profits than when I gave the 
value of two pounds. But the demand for 
a connnodity^ though not proportioned to the 
qmiUUy any other oommodity which the 
purchaser is willing and able to give for it, 
is really proportioned to ih^ qumUUy of kh 
baur wliich he will give for it ; and for this 
reason : the quantity of labour whieh a com- 
modity will ordifmrilj/ command^ represents 
exactly the effectaal demand for it ; because 
it represents exactly that quantity of labour 
and profits united necessary to effect its sup- 
ply;* While the actual quantity of labour 
which a oommodity will command when it 
differs from the ardinaiy quantity, represents 
the excess or defect of demand arising from 
temporary causes. If then looking to tlie 
fimndation of all value^ namely, the limitaticm 

• It is a truth fruitful in important consequences, 
that the labour which commodities will command when 
in their natural state, by representing accurately the 
quantity of labour and profits necessary to produce 
them, must represent accurately the effectual demand 
for them. And this holds good at different places and 
times, referrfn!};- of course to the Is^our of the same 
description at each place and time. 
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of the supply as compared with the wants of 
maiikind, we consider the value of commodi- 
ties at any time or place as proportioned to 
the state of their supply compared with the 
demand at that time and place, it is evident 
that the quantity of laboui* of the same time^ 
and place which any commodity^ or parcels 
of commodities^ will comttiaiid> can alone 
represent and measure the state of the supply 
of them as compared with 'the demand>^ aad 
their values us I'uunded ou this relation. 

Thirdly: It has often been stated that iSaH 
value of a commodity is determined by th^ 
sacrifice which people are willing to make in 
order to obtain it ; and this seems to be per- 
fectly true. But the question recurs, how are 
we to measure this saoriflce ? It is obvious 
that we cannot measure it by the quantify of 
another commodity which we are willmg* to 
^ve in exchange for it. When I give more 
calicoes, or more potatoes, than I did before, 
for a certain quantity of hardware^ it does not 

* What could give us any infonnatioii respecting^ 
the scarcity of a coniniodity in China, or the state of its 
f;u])p1y as compared with the demand* but a reference 

to Cliinese labour? 

P 2 
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at all f(^owthat I make a gimter sacrifioe io 
order to obtain what I want. On tbe cjon- 
trary^ if oalicoes and potatoes had both fallen 
in price, the one from improved machinery 
and the other from the abundance of the 
season^ my sacrifice might even have been 
less rather than greats. Even the quantity 
of money which is given for a commodity is 
no measure of the saci ifice made to obtain it. 
Though it is an excellent measure of the 
variations in the sacrifice made, at the same 
time and plac^ ; yet without further informa- 
tion^ it will tell us nothing either about tbe 
amount, or the variations at different places 
and times. The giving of an ounce of silver 
was a very different sacrifice in the time of 
Edward I. from what it is at present It is 
obvious, therefore, that the sacrifice which 
w^ are willing to make, in order to obtain a 
particular commodity, is not proportioned to 
the quantity of any other commodity for which 
it will exchange, but to the difficulty uriA 
which such quantity, whether more or less, is 
attained. Now labour can measure this dif- 
ficulty, but nothing else can. If, then, the 
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value of a commodity be determined by the 

saciiiioe which people are willing to make in 
order to obtain it, it is the labour given for a 
commodity^ and labour alone, which can mea« 
sure this sacrifice. 

Fourthly : In the Meagure of Value Stated 
ojid Illmtraied, I considered the value of com- 
modities as, on an average, determined by 
the natural and necessary conditions of their 
supply. These conditions I stated to be the 
•accumulated and immediate labour worked 
up in commodities with tlie ordinary profits 
upon the whole advances for the time that 
they were advanced. And it appeared^ botii 
in the early part of the discussion, and in the 
TaUe^ that the quantity of labour which a 
commodity would ordinarily command must 
represent and measure the quantity of labour 
worked up in it with the addition of profits. 
It was eei tainly a very remarkable fact, that 
when Mr. Ricardo chose the labour worked 
up in commodities as, under many circum* 
stances, an invariable standard/' and rejected 
the labour which they would ordinarily pur- 
chase as subject to as many fluctuations as 
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the commodities compared with it^^ he should 
not have seen that the labour which a com- 
modity wiU ordinarily command, necessarily 
involves his own proposition^ with that addi- 
tion to it merely which can alone make it 
correct ; and that it is precisely because the 
labour which a commodity wiii ordinarily 
command measures the labour actually worked 
up i)i it with the addition ot prohts^ that it is 
justifiable to consider it as a measuic of 
value* If then the ordinary value of a com- 
modity be considei ed as determined by the 
natural and necessary conditions of its supply, 
it is certain tliat the labour whicii it will 
ordinarily command is alone the measure of 
these conditions. 

Fifthly : The values of commodities are 
often said to be determined by the . costs of 
production. When the costs g£ producUou 
do not refer to money, but to those simple 
elements of production^ without an adequate 
quantity of whicb^ whatever may be their 
price in money, the commodity cannot be 
produced^ they are precisely the same as the 

* Principles of Polit, Ecqn., c. i. s. i. p. 5. Sd edit 
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BaiafBl aad oeoeflMry conditions of the supply. 

The elementary vo&is of productiou, excluding 
neiits and toxes, are the labour and profits 
requii^d to produce a commodity. Of these 
it has been already shown^ that the labour 
which the commodity will ordinarily com- 
mand is aluae the measure ; and allowiug 
that we could obt&in with tolerable exactness 
the average price of common agricultural 
labour at different times and in different 
countries^ and that when thQ prices of all 
other sorts of labour were uuce establii>licd, 
ihey would (a& assumed by Adam Smith 
and Ms. Hicardo) continue to bear nearly 
the same relation to each other in the 
further progress of cultivation and improve- 
mtat^ it is certain that the quantity of cuni- 
mon agricultural labour which a commodity 
would orduiaiily command at any place and 
time would measure^ with a near approach to 
accuracy^ the elementary costs of production 
at that place and time ; so that commodities, 
wluGh at two different periods in the same 
country wald ordiuarily command tlie same 
quantity of agriculture labour^ might fauiy 
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be said to be equal to eacl) other iu theur 
elementary costs of production, and^ of conrae^ 
iu their values^ if their values be determined 
by their elementary costs of production. 

Sixthly : It may be said that the value of 
a commodity must be proportioned to its 
supply compared with the number of its pro- 
ducers. This appears^ indeed^ to be strikingly 
the case in the early periods of society when 
many commodities are obtained, almost ex* 
clusively, by labour. If fruits are to be 
procured^ or game killed or caught, by labour 
aloue^ or assisted only by capital of very 
little value, the quantity obtained, on an 
average, by a day's labour must rei»esent, 
with a great approach to accuracy, tlie degree 
of scarcity in which commodities exist com^ 
pared with the producers of them working for 
a certain time. But the degree in which the 
supply of a commodity is limited^ as compared 
with the numbers, powei^s^ and wants of tliose 
who wish to obtain it, is the foundation of all 
value. Here the producers are both the effec- 
tual demanders and the consumers ; and the 
produce obtained on an average by a single 



Digitized by Google 



MEASURE OF VALUE. 



producer must represent the su])p1y compared 
with the numbers^ powers, and wants of the 
deraanders. If a large quantity of piudiite 
be obtained by a producer^ the commodity 
will be ia abuiidance, and will be considered 
as of oomparatively little value ; if a small 
quantity be obtained by a producer, the com- 
modity will be scarce^ and will be considered 
as of comparatively great value. If it be the 
custom of the country for the producers to 
work only four hours a-day instead of ten or 
twelve, the commodities produced will bear a 
comparatively small proportion to the num- 
bers of the producers and effectual demanders, 
and Will consequently be of much higher 
value, than in those countries where it is the 
custom to work for the greater number of 
hours ; and, on the other hand^ if the pro- 
ducers, besides working ten or twelve hours 
a-day^ are aided by ingenious insti uments and 
great skill in the use of them^ the commodi- 
ties produced will be in unusual plenty com- 
pared with the producers^ and will be consi- 
dered as proportionally of low value. In alL 
these cases the value of the coiiunodity is 
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evidently determined by the relation between 
its quantity and the number of its pfodueera. 

Now ihoughj in the more advanced stages 
of society, the producer is not always at the 
same time the dem^nder and oonsumer ; yet 
the effectual demand for commodities must, 
on an average^ be proportioned to ihe pro- 
ductive services set iu motion to obtain them 
and when the different kinds of producers are 
reduced to a common denominator, such as 
Gomrnoii agricultural day-labour, and profits 
are deducted as the remuneration of the 
capitalist, and rent as the remuneration of 
the landowner, the proportion which the re- 
maining produce bears to the number of such 
producers must represent^ exactly in the same 
manner as in the early periods of sodety, the 
degree of scarcity in which tiie commodity 
exists compared with the producers ; and 
theieiore tlie value of the commodity is mea- 
sured by the quantity of it whicli will com- 
mand a day's common labour. In fact^ if it 

* M. Say's comprehensive e?qjrcssioii, " Services 
prodnclifsy'* includes profits and rents as well as labour; 
but it is certain that labour will measure accurately Uie 
value of the whole amount of these services. 
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be onoe allowed that when labour is exclu- 
sively coacciiiod^ the number of days' labutu' 
necessary to produce a commodity at any 
place and time r^reseuts the natural value of 
the commodity at that place and time*, then, 
as it is quite certain that the value in exchange 
of any other commodity compared with th(3 
firsts will be accurately in proportion to the 
respective quantities of the same kind of 
labour which they will command, it follows 
necessarily, that the value of tlie second com- 
modity must always be in proportion to the 
quantity of labour it will command, however 
its value may have been uilected by profits, 
rents, taxes, monopolies, or the accidental 
state of its supply compared with the demand. 

Seventhly: It has been stated that the 
values of commodities must be proportioned 
to the causes of value operating upon them^ 
The author of the Critical Dissertation has a 
chapter on the causes of value, and, at the 
coiiclusion of it, adverting to the variety of 
considerations operating upon tine human 

* If this conces.sioiL be uuce made, the whole ques- 
tion respecting laboar as a measure of value is at once 
• decided. 
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mind, wliich he tliinks have been overlooked 

• 

by political economists, he observes, *^ these 
considerations are the causes of value ; and 
the attempt to proportion the quantities in 
which commodities are exchanged for each 
other to the degree in which one of these 
considerations exists^ must be vain and in- 
efiectual. All^ in reality^ that can be accom- 
plished on this subject, is to ascertain the 
various causes of value ; and, when this is 
done, we may always infer, from an increase 
or diminution of any of them, an increase or 
diminution of the eifect"^ 

These remarks, it must be allowed, are 
justly applicable to those who propose to 
measure the values of commodities by the 
quantity of labour actually bestowed upon 
them ; but in no degree to those who propose 
to measure them by the quantity of labour 
which they will command. We have already 
shown that the labour which commodities 
will command measures that paramount 
cause of value which includes every other ; 
namely, the state of the supply as compared 

* c. p. 2B2. 
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with tlie demand. Whatever may be the 
number and variety of considerations ope- 
rating on the mind in the iutercliange of 
commodities^ whether merely the common 
elementary costs of production^ or whether 
these costs have been variously modified by 
taxes^ by portions of rent, by monopolies 
strict or pailial^ and by temporary scarcity 
or abundance, the result of the whole must 
appear in the state of the supply compared 
with the demand ; and in the case of an 
individual article^ the supply of which may 
be considered as given, the demand must be 
proportioned to the sacrifice which the pur- 
chasers aie able and, under all the circum* 
stances^ willing to make in order to attain it. 

But it has already been shown that it is 
the command of labour which the purchasers 
are able and willing to transfer to the sellers, 
and not any particular commodity, except in 
proportion as it will command labour, that 
can alone represent the sacritice of the pur- 
chasers. The labour, therefore, which a 
commodity will command^ or which the pur- 
chasers are willing to give for it, measures 
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the result of all the causes of value actmg 

upon it, — of all the various considerations 
operating upon the mind in the interchange 
of commodities* 

Whether then we consider the value of a 
commodity at any place and time as expressed 
by the estimation in which it is held ; whether 
we consider it as founded entirely on the 
state of the supply as compared with the 
demand; whether we consider it as detw- 
mined by ihe sacrifice which people are 
willing to make in order to obtain it ; or by 
tiie natural and necessary conditions of its 
supply ; or by the elementary costs of its 
production ; or by the number of its pro- 
ducers ; or by the result of all the causes of 
value operating upon it, it is plain that the 
labour which it will ordinarily command in 
any place will measure its natural and ordi- 
nary value ; and the labour which it will ac- 
tually command will measure its market value* 

It must always be recollected, however, 
that in any sense in which we can use the 
term value of a commodity ^ tliere mu^ be a 
reference^ either expressed or implied, to some 
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place and time, in the same manner as when 

we use the term price of a commodUj/. We 
all well know that the price of the same kind 
of commodity of the same quality, weight, 
and dimensions^ is very diflFerent in different 
places and at diffc^rent times ; and this must 
be equally true in regard to tlie value of a 
commodity. It follows that, from the very 
nature of the thing, the value of a commodity 
cannot be expressed or measured indepen- 
dently of place and time. It is this quality 
which so essentially distinguishes the value of 
a commodity from its lenglh or weight ; but 
it does not necessarily destroy its capability 
of being measured. 

It is true, however, that a very general 
opinion has prevailed among political econo- 
mists, even since the publication of Adam 
Smith's work, that from the very nature of 
value^ so essentially different from length or 
weight, it cannot admit of a regular and 
delinite measure.* This opinion seems to 

* I own that I was myself fbr a very long time of this 
opinion ; but I am now perfectly convinced that I was 
wrong, and that Aduiu Smith was quite right in the 
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me to have arisen principally from two 
causes. 

First — ^a proper distinction has seldom 
been made between Uie definitions of wealth 
and value. Though the meanings of these 
two terms have by no means always been 
considered as the same, yet the eharacteristies 
of one of them have been continually allowed 

prevailing view which he took of value, though he did 
not always strictly adhere to it I am also conviiiced 
that it would be a ^eat improvemeiit to the language 
of political economy, i^, whenever the term vahie, or 
value in exchange, is mentioned without specific refer- 
ence, it should always be understood to mean value in 
exchange for labour, — ^the great instrument of produc- 
tion, and primary object given in exchange for every 
thing that is wealth ; in the same manner as, when the 
price of a commodity is mentioned without specific 
relerence, it is always understood to mean price in 
money — the universal medium of exchange, and prac- 
tical measure of relative value. I am further convinced 
that the view of value here taken throws considerable 
light on the nature of demand and the means of ex- 
pressing and measui iiip: it, and that just view of vaUie. 
is absolutely necessary to a correct explauatiuu of rents, 
profits, and wages. These convictions on my mind, 
which have acquired increase of strength the longer I 
have considered the subject, must be my apology to 
the reader for dwelling on it longer than, in consider- 
ing it cursorily, he may think it deserves. 
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to mix tliemselves with the chaiacteristicfi of 

the other. This appears even in Adam Smith 
himself. When he says, tlmt a man- is ridi 
or poor according to the quantity of the 
neoessaries^ conveniendes^ and hixuries of life 
vAmk he can command, he gives a most 
correct definition of wealth ; but when he 
aftelivards says^ that he is ridi or poor 
accordiug to the quantity of labour wliich he 
can bommand^ he evidently confounds wealth 
with value. The former is a dehiiition of 
wealth ; aud of this, or of the general power 
of pufchasing*, which too much resembles it, 
there is no measuie. The latter is liis own 
itefinition or expression of real value ; and of 
this the very terms which, he uses show that 
there is a measure. The measure is dibtiuctly 
expressed in the teiins. 

The second principal cause which has pre- 
vented labour from being received, according 
to the language of Adam Smithy as alone 
the ultimate and real standard by which the 
value of all commodities can at all times and 
places be estimated and compared,"* is^ 

* Wealth of Nations, b, i. c. v. 

Q 
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that iu different periods, and in different 
countries, it is not really trae^ as stated by 
him, that the labourer iu working* lays 
down the same portion of his ease, his 
liberiy, and his happiness."* There is the 
best reason to believe that the labourer in 
India, and in many other countries^ neither 
exerts himself so much while he is workings 
nor works for so many houro a day as an 
English labourer. A day's labour, therefore, 
is not invariable either in regard to intensity 
or iime» But still it appears to me thai^ for 
the reasons before stated, that is» because the 
labour of each place and time measures at 
that place and time the estimation in which a 
commodity is held, the state of its supply 
compared with the demand, the elementary 
costs of its production, the natural and ne^ 
oessary conditions of the supply, the propor- 
tion of the produce to the producers, &c. 
it must be considered as measuring, with a 
fair approach towards accuracy, the values of 
commodities at these places and times^ so as 
to answer the quei^ion, — what was the value 

* Wealth of Nations, h. u c. 
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of broad-doth of a certain description in the 
fime of Edwai d IIL in £ugland 2 or, what 
is the value of money at present in China? 
The nature of the measure, and the reason 
why the varying intensity of the labour and 
the different number of hours employed in 
the day^ do not disqualify it from performing 
its functions, may perhapfij be. illustrated by 
the following comparison : — 

Let us suppose that the heights of men in 
different countries were exti^ely differentt 
varying from six feet to six. inches, and that 
the trees^ shrubs, houses, utensils, and every 
other product or article were all in proportion, 
and that the foot-rule in each country bore 
the same relation to the race of human beings 
which inhabited it as the EngUsh foot-rule 
does to Englishmen: then^ though it is 
obvious that the length of ten feet in one 
nation might extend over a much larger 
portion of space than ten feet in another 
nation ; yet the foot of each nation would 
measure with accuracy the relative estimation 
in which men and things were held in regard 
to height, length, breadth, &c« It would 
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determine whether a man was taU or short 
in the estimation of his fellow-citizens; 
whether his shoulders were broad or narrow ; 
whether his circumference was great or 
small ; and not only whether Mr. Pike's nose 
was longer than Mr. Chub's, but whether it 
was not, in the accustomed language of the 
country, absolutely a long uose, although 
perhaps it might not extend to a quarter of 
an English inch. Oa tlie other hand, if, 
instead of referring to the measure "Of each 
country, we were to refer always to an English 
foot, though we should be able to ascer- 
tain the Illative portions of space whidi 
all the men to whom we applied our 
measure occupied, we should - make sad 
havoc with the estimates which they and 
theii' countrymen had formed of their own 
heights, and many certainly would be con-» 
sidered as very short who had before always 
been considered as very tall. Now it must 
be allowed that the value of a commodity, 
as it changes with place and time, and 
depends upon the wants and caprices of 
man and the means of satisfying them, re- 
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sembles more the estimate of tall or short, 
broad or narrow, than a portion of space 
capable of bein^ ascertained by a measure 
unchangeable by time and place. 

When we speak of the value of silver in 
China, we cannot possibly mean the. value of 
an ounce of Chinese silver brought to Lon- 
don, where, if it were pure, it would be 
precisely of the same value as an ounce of 
pure silver which had been in London from 
time immemorial. What alone we can cor- 
rec«y mean is, Ae estimation in which the 
ounce of silver is held in China, determined, 
at the. time, by tlie state of Uie supply com- 
pared with the demand, and ordinarily by the 
quantity of Chinese labour and profits neces- 
sary to produce it ; and if this be what we 
mean by the value of an ounce of silver in 
China, there can be no doubt that Chinese 
labour, and Chuiese labour alone, can mea- 
sure it. Even, however, if we mean the 
relation of an ounce of silver to all the com- 
modities in China in succession, it would be 
impossible practically to form any approxi- 
mation towards, a just notion of the result. 
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£aLcept by referring the silver to Chiuese 
labour. 

It might be aUowedj perhapg, that labcmr 

would be a. still mure batisfactory measure 
of value, m all couatries. and at all tuxies» 
if the physioal force exerted ia a day'^ 
labuui were always the same ; and probably 
this b floniel^mea not far from being the 
case in a few countries as compai ed with each 
other, and more frequently in the same 
couutiy at different periods. The Knglish 
agrionltural labourers in the time of Ed« 
ward llhf though probably less skilful^ 
worked, I should conceive, for nearly the 
same number of hours, and exerted nearly 
the same physical force, as our labourers at 
present. Under such em^umstances, and in 
the same country, agricuitural labour seems 
to be a measure of value from ceutury to 
century calculated to satisfy the scnqples of the 
most fastidious. But eveuwiien it is ackuow- 
ledged, that tiie labourer at different times 
and in different countries does not always lay 
down the same portion of liis ease, lu^ 
libofiy , ttwl :happmess, the quality of labottr. 
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inq^ed ; and it appears to me always tru€^ 
fliat whm Gommodities in different countries 
and at different tim^ have been found t9 
command the same quantity of the agricul- 
tuial labour of .each ^untry and time* they 
may with propriety be ^d to have been held 
in the same eatimationt and ecmsidered as of 
ih^ same value. 

We may now proceed to the definition o| 
fome of the most in^Kurtant terms in commmi 
use among puhtieal economists^ particularly 
those whidi have been most controverted* 
.Whenever it has been thought necessary either 
to deviate from the general rule of employing 
terms aooording to their ordinary meanings 
or to determine between two meanings both 
of which Imve some authorities in their 
iavouTi I have always been guided in my 
phcdce by what appeared to roe the superior 

practical utility of the meaning selected in ex- 
plaining the causes of the wealth of nations.* 

* It is speciScally on this groimd that I think the 
meaning of the iem Wealth should be confined to 
material objects ; that productive labQwr should be 
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The reader will be awareyfirom tbe manner 
in which I have treated the subject^ and the 
discussions into which I have allowed myself 
to enter, that what I condd^ as the main 
obstacle to a more general agreement among 
political economists, is rather -the difl^rences 
of opinion which have prevailed, as to the 
classes of objects which are to be separated 
from each other by appropriate names, than 
as to the names which these classes should 
receive* It seems indeed to be prettjr 
generally and most properly agreed^ that the 
principal names which have been so long in 
use should remain* It would certainly be an 
Herculean task to change them, nor would 
any change which could be adopted in flie 
present state of things remove the real dif« 
ficoltiesp It has been most justly observed 
by Bacon^ that to say^ where notions can^ 
not be fitly reconciled, that there wanteth a 

confined to that labour alone which is directly produc- 
tive of wealth ; and that value, or value in exchange 
when no specific object is referred to, should mean 
value in exchange for the means of production, of which 
labour, the great instniment of production, is almie the 
representative. 
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term or uomeuciature for it, is but a shift of 
ignorance." When some people think that 
every sort of gratification, whether arising 
from immaterial or material objects, from spi- 
ritual comfort or comfortable clothing, should 
be designated by the same appropriate term ; 
while others think it of great use and import* 
anoe that they should be distinguished, it 13 
obvious that such diiTereiit notions cannot be 
reconciled by a new nomenclature. The grand 
preliminary required is, tliat the notions should 
be fitly reconciled ; and till this is done, a 
change of names would be perfectly futile. 
Preserving therefore, generally, the old 
names, the great practical question is, what 
they are to include and wliat they are to 
exclude ? 
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WEALTH. 

1, The material objects neoessary^ usefiU or 
agreeable to man^ which have required some 
portion of human exertion to appropriate or 
produce. 

UTILITY. 

2. The quality of being serviceable or 
beneficial to mankind. The utility of an 
object has genQrally beeii considered as pro- 
portioned to the necessity and real unport* 
ance of these services and beuehts. ' 

All wealth is necessarily useful; but all 
that is useful is not necessarily wealth. 

3. Has two meanings — value in use» and 
value in exchange. 

VAXUE IN USE^ 

4. Is synonimous with Utility. It rarely 
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oecmrs in political economy, and is never 
implied by 1^ word value whe^i used ^oue. 

value; or value in BjLCHAKGE. 

5. The relation . of one object to some 
other, or others in exchange^ resulting from 
Hie eatimfition in which each is held. When 
no second object is specified^ the value of a 
commodity naturally refisrs to the causes 
which determine this estimation^ and the 
object which measures it. 

Value is distinguished from wealth in that 
it is. not confined to material objects, and is 
much more dependent upon scardty and 
difficulty of production. 

PROPUCTION. 

6. The cieatioQ of objects which constitute 
wealth; 

« 

PROPyCT^ PRODUCE, 

7. Tlie portion of wealth created by pro- 
duction. 

SOURCES OF WE4LTH. 

8. Land, labour^ and capital. The two 
original souices are land and labour ; but 
the aid wliich labour receives from capital i§ 



Digitized by Google 



236 



DEFIN1TION8 IN 



applied so very early, and is so very neces-* 
saury in the production of wealthy that it may 
be coosidered as a third source, 

LAND. 

9. The soil, miiies^ waters, and fisheries 
of the halHtable globe. It is the main source 
of raw materials and food. 

LABOUR. 

10. The exeiiions of human beings em- 
ployed with a view to remuneration. If the 
term be applied to other exertions* they 
must be particularly specified. 

PRODUCTIVE LABOUR. 

1 1 . The labour which is so directly produc- 
tive of wealth as to be capable of estimation 

in the quantity or value of the products 
obtained. 

UNPRODUCTIVE LABOUR. 

12« All labour which is not direeUy pro- 
ductive of wealth. The terms productive and 
unproductive are always used by political 
economists in a restricted and technical sense 
exclusively applicable to the direct produc- 
tion or non-production of wealth. 
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INDUSTRY. 

13* The exertion of the human faculties 
and powers to accomplish some desirable 
end. No very marked line is drawn in com- 
moa language, or by political economists, 
between industry and labour ; but the term 
industry generally implies more superintend- 
ance and less bodily exertion than labour. 

STOCK. 

14. Accumulated wealth, either reserved 
by the consumer for his consumption, or kept, 
or employed with a view to profit. 

CAPITAL. 

15. That portion of the stock of a country 
which is kept or employed with a view to 
profit in the production and distribution of 
wealth. 

FIXED CAPITAL. 

16. Tliat poiiion of stock employed with 
a view to profit which yields such profit while 

it remains in the possession of the owner. 

CIRCULATING CAPrTAL. 

17. That portion of stock employed witli a 



Digitized by Goo silc 



288 



DEPINITIOKS IN 



view to profit which does not yield such 

profit till it ib paited with. 

REVENUE. 

18. That portion of stock or wealth which 
the possessor may annually consume without 
injury to his permanent resources. It con- 
sists of the.rents of land» the wages of labour^ 
and the profits of stock* 

AOCtJMUIATION OF CAPITAL. 

19. The employment of a poiiion of re- 
venue as capital. Capital may therefore in^ 
crease without an increase of stock or wealth. 

SAVING, 

20. In modem times, implies the accumtt-^ 
lation of capital, as few peoplj^ now lock up. 
their money in a box. 

RENT OF LAND. 

21. That portion of the produce of land 

which remains to the owner after all the out- 
goings belonging to its cultivatibn are paid, 
including the ordinary profits of the capital 
employed. 
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MoivbV-rbnt of LANi>* 

22. The average rent of land as before 
defined^ estimated in mDney. 

GROSS SURPLUS OF THE LAND. 

23. That portion of the produce of land 

which is not actually consumed by the culti- 
vators. 

WAGES OF LABOUR. 

24. The remuneratioii' paid to the la^ 

bourer for hid exertions. 

NOMINAL WAGES. 

25. The wages which the labourer receives 
in the current money of the country. 

REAL WAGES. 

26. The ' necessaries^ conveniencie8» and 
luxuries of life, which the w^ges of the. 
labourer enable him to command. 

THE RATE OF WAGES. 

87. The ordinary wages paid to the la- 
bourer by the day, week, month, or year, 
accoi diiig to the custom of the place where 
he is employed* They are generally estimated 
in money. 
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THE PRICB OF LABOUR, 

28. Has. generally beeu uaderstood to 
mean the average money-price of common 
day-kbour, and is not therefore diflfeient 
fi um the rate of wages, except tliat it more 
specifically refers to monqr. 

♦ 

-THE AMOUNT OP WAGES. 

29. The whole esunings of the labom*er in 
a given time, which may be much more or 
much less than the average rate of wages, or 

the price of common day-labour. 

THE PRICE OF EJPFECTiVE LABOUR. 

30. The price in money of a given quantity 
of human exertion of a given strength and 
character, which may be essentially different 
from the common price of day-labour, or the 
whole money-earnings of the labourer in a 
given time. 

ACCUMULATED LABOUR. 

31. The labour worked up in the raw ma- 
terials and tools applied to the production of 
other commodities. 

PROFITS OF STOCK. 

82, When stock is employed as capital in 
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the producUou and distribution of wealth, its 
profits consist of the difference between the 
value of the capital advanced, and the value 

of the commodity when sold or used. 

TBB lUTE OF PROHTS. 

33* The per centage proportion which the 
value of the profits upon any capital bears to 
ihe value of such capital. 

THE INTEREST OF MONEY. 

34. The net profits of a capital in money 
separated fi'om the risk and trouble of em- 
ploying it. 

THE PROFrrS OF INDUSTRY, SKILL, AND ENTBR- 

PRISE. 

85. That portion of the gross profits of 
capital, independent of mou<^ly^ which re- 
mains after deducting the net profits^ or tlie 
interest of money. 

MONOPOLY PROFITS. 

36. The profits which arise from tiie em- 
ployment of capital where the competition is 
not free. 

R 



242 



oEj^nrmoNs in 



CONDITIONS OF THE SUPPLY OF COMMODITIES. 

37. The advance of the quantity of accu- 
mulated and immediate labour necessary to 
tlieir production, witli such a per centage 
upon the iii^bole of the advances ^for the time 
tbey have been employed m is equivalent 
to ordinary profits. If there be any other 
necessary eonditioQ$ of the supply arising* 
from monopolies of any description, or from 
taxes, they must be added. 

• • • 

EISMSNTART COSTS OF PRODtlCTION* 

38. An expression exactly equivaleAt to 
the conditions of the supply. 

MEASURE OF THE CO^DmONS OF THE SUPPLY, 

QR OF THE ELEMENTARY COSTS OF PRODUCTION. 

■ 

39. The quantity of labour for which the 
commodity will exchange^ when it is in iia 
natural and ordinary state. . 

THE VALUE, MARKET VALUE, OR ACTUAL VALUE^ 
. OF A COMMODITY AT ANY PLACE OR TIME. 

40. The estimation in which it is held at 
that place and time, determined in all cases 
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by the state o( the supply compared with the^ 
demand, and ordinarily by the elementary 
costs of production which xegulate that state* 

THE NATURAL VALUE OF A COMMODITY AT ANY 

PLACE AND TIME, 

41. The estimation in which it is held 
when it is in Its natural and ordinary state, 
determined by ike elementary costs of its 
production, ot the conditions of its supply. 

MEASURE OF THE MARKET OR ACTUAL VALUE QF 
A COMMODITY AT ANY PXACE OR TIME. 

42. Th^ quantity of labour which it will 
command or exchange for at that place and 
time. 

* 

MEASURE oi* tm; naturm* value of a commo-^ 

DITY AT ANY PLACE AND TIMBi 

43. The quantity of labour for which it 
will exchange at that place and time, when it 
is in its natural and ordinary state. 

THE PRICE, THE BIARCET PRIOE^ OR ACTOAi. 

PRICE OF A COMMODITY. AT ANY PLACE AND 
TIME. 

44. The quantity of money .for whidi it 

Ry 
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exchanges at that place and tiihe^ the mdney 
referring to the precious metals. 

THE NATURAL PRICE OF A COMMODITY AT ANY 

PLACB AND TIME. 

45, The price in money ^hich \¥iU pay 
tiie elementary costs of its production, or the 
money conditions of its supply. 

SUPPLY OF coMMODrnss. 

46, The quantity offered, or ready to be 
immediately offered, for sale* 

DBBCAND FOR COBIMODITIES, 

47, two distinct meanings : one, in 
regard to its extent^ or the quantity of 
coimmodities purchased ; and the other^ in 
regard to its intensity, or the sacrlhce which 
the demanders are able and willing to make 
in order to satisfy thek wants. 

DEMAND IN REGARD TO ITS EXTENT. 

48, The quantity of the commodity pur- 
chased, which generally increases with the 
increase of the supply, and diminishes witli 
the diminution of it. It is often the greatest 
when commodities are seUing below the costs 
of production. 
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DEMAND m REGARD TO ITS INTENSITY. 

49, The saaifice which the demaaders are 
able and willing to make in order to satisfy 
their wants. It is this species of demand 
alone which^ compared vvidi the supply^ de- 
termines prices and values. 

£F1 ECTUAL DEMAND^ IN REGARD TO ITS EXTENT. 

50. Tlie quantity of a commodity wanted 
by those who are able and willing to pay the 
costs of its production. 

. EFFECTUAL DEMAND, IN REGARD TO ITS 

INTENSITY. 

.51. The sacrifice which the demanders 
must make» in order to effectuate the con- 
tinued supply of a commodity. 

MEASURE OF THE INTENSITY OF THE EFFECTUAL 

DEMAND. 

52. The quantity of labour for which the 
commodity w ill exchange, when in its natural 
and ordinary state. 

EXCESS OV TlIK DEMAND ABOVE THE SUPPLY. 

53. The demand for a commodity is said 
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to be in excess above the supply, wiieii, 
either from the diminution of the supply, or 
the increase of the effectual demand^ the 
quantity in the market is uut sufficient to 
supply all the effectual demanders. In this 
case the intensity of the demand increases, 
and the commodity rises, in proportion to 
the Gompe^tioa of the demandersj and the 
sacrifice they are able and willing to make 
jn order fo satisfy their wants. 

» • ■ * 

» ■ 

EXCESS OF TEE SUPPLY ABOVE THE DEMAMi)^ OK 

PARTIAL GLUT. 

54. The supply of a commodity is sa5d to 
be m excess above the ^iemand, or there is a 
partial glut^ when^ either from the super- 
abundance of supply, or the diminution of 
demand^ the quantity in the market exceeds 
the quantity wanted by those who are able 
and willing to pay the elementary costs of 
production* It then falls below these costs 
in proportion to the eagerness of the sellers 
to sell; and the glut is trillings cor great^ 
accordingly, . . . , 
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GENERAL GLUT. 

55. A glut is said to be general, when, 
either from siiperabimdance of supply or 
dimiuutiou of demand, a considerable mass 
of commodities falls below the elementary 
costs of production. 

A GIVBN DEfifAND*. . 

56« A given demand, in regard to price^ 
is a given quantity of money intended to be 
laid out in the purchase of certain commodi- 
ties in a market ; and a given demand, in 
regard to value, is the command of a giveo 
quantity of labour intended to be employed in 
the same way. 

VARIATIONS OF PRICES AND VALUES. 

57. Prices and values vary as the demaud 
directly and the supply inversely. When 
the demand is given, prices and values vary 
inversely as the supply; when the supply 
is given, directly as the demand. 

CONSUMPTION. 

58. The destruction wholly or in part of 
any portions of wealth. 
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PRODUCTIVE CONSUMFTIOK. 

59. The consumption or employment of 
wealth by the capitalist, with a view to future 
production. 

UNPRODUCnVB CONSUMPTION, OR SPBNDINO. 

60. The consumption of wealth, as reve- 

nue» with a view to the final purpose of all 
production-HSubsistence and enjoyment ; but 
not with a view to pioiit. 
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Chapter XL 

OBSERVATIONS ON TUB DEFINITIONS, 

Ik^. L The readar moII be aware ihat^ in 

almost all definitions^ the same meaning may 
be conveyed in different langtiage^ and that 
it is the meaning rather than the mode of 
expressing it that should be the mam object 
of our consideration* The essential question ' 
in the definition of wealtli is, whether or not 
it should be confined to material objects^ and 
the reader is already apprised of my reasons 
for thinking that it should. Even M. Say, 
who admits lesproduits immatcrieh,'* allows, 
as I have before stated (p. 93), that the mul- 
tiplication of them ne fait rim pour la 
richesse ;** and M. Storch, in his able ** Cours 
d'Ecanomie Politique" though he justly lays 
great stress on what he calls les bicm internes^ 
with a view to civilization and the indirect 
production of wealth, confines the term 
ridicsscrS to bkns cxUrim^ or material ob- 
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jects ; and according to this meaning treats 
of the Theorie de la Rkhesse Natiomk, in 
the first, and far the largest, part of his 
Yfork. Altogether, I can feel no doubt that 
some classification of this kind, or some sepa- 
ratioQ*of material from immaterial objects is, 
ia the highest degree, useful ia a definition 
of wealth. 

The latter part of the definitbn is of minor 

importance. It is intended tu exclude such 
material objects as air, light, rain, &c*~which» 
however necessary and useful to man» are 
seldom considered as wealth ; and, perhaps, 
it is more objectionable to exclude them^ by 
the introduction of the term exchangeable 
value into a definition of wealthy than in the 
mode which has been adopted. If the latter 
clause were not added, the only conse- 
quence would be^ that, in comparing difierent 
countries together^ such objects as air, light, 
&c., would be neglected as common quan-* 
titles. 

Def. 2. I have already alluded to the 
manner in which .M« Say has applied the 
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term Utility* His language caauot be cousi* 
dered as coiisisteut, wlicii he says that the 
price of an article is the measure of its utiUty> 
although it might be, according to his own 
expression^ bt chose la pim inutile.^ It is mueh 
better ior the science oi political economy that 
the term should retain its natural and ordinary 
meaning. All wealth is no doubt useful, but 
tliLi e are so very many immaterial, and some 
material obgects whieh are highly usefuU and 
yet not wealth, tliat there can be no excuse 
for oonfoundmg them* M« Storch has not 
escaped the same kind of error. . 

Def. 6. Two articles are never exchanged 
with each other without a previous estima- 
tion being formed of the value of each, by a 

reference to the wants of mankind and the 
means of production. This general and most 
important relation to the means of produce 
lion, and the labour which represents these 
means^ seems to be quite forgotten by those 
who ima<fuie that there is no relation impUed 

♦ Traitt? d Kcouomie Politique, Epitome, vol. it 
p. 50(), 4lh iaJdlL 
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when the value of a commodity is meatioued 
without specific reference to some other com* 
modity, 

M. Say, under the head Valeur des Choses, 
observes^ c'est la quantite d'autres choses 
ex aluables qu on pent obtenir en echauge 
d'elle. This is a most vagae and uncertain 
definition^ and much less satisfactory than the 
general power of purchasing, 

M. Storoh says, that la valeur des choses 
c'est leur utilite relative;** but this certainly 
cannot be said unless we completely change 
the natural and ordinary meanuig either of 
utility or value* 

Neither M. Say nor M. Storch has suffi- 
ciently distinguished utility^ wealth, and value. 

Def. 6. The term creation is not here 
meant to apply to the creation of matter, but 
to the creation and production of the objects 
which have been defined to be wealth. 

Defs. 11 and 12. If wealth be confined to 

material objects, it must be allowed to be 

* Epitome^ voL ii. p. 507. 
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peculiarly convenient and useful, :in explaining 
the causes of the wealth of nations, to have 
some appropriate term for that species of 
labour which directly produces wealth ; and as 
the principal founder of the science of poli- 
tical . economy has used the terms productive 
labour in the restricted beiise ueccssary for 
this special purpose^ perhaps few objections 
would have been made to it, if it had not 
mvolved all other kinds of labour^ however 
useful and important^ under the appai^ntly 
disparaging designation of unproductive. Tliis 
is a c(»[isequence» no. doubt, to be regretted: 
yet, when it has been repeatedly stated that 
the term unproductive, as applied by Adam 
Smith, in no degree impeaches the utility and 
importance of such labour, but merely implies 
that it does not directly produce gross wealth, 
the mere name ought not to decide against a 
classification for which it appears from expe- 
rience that it is very difficult to Cad a 
satis&ctory substitute. 

In M. S torches " Comideraliom sur la 
Nature du Revenu National,'' he does not 
appear to me to give a correct view of what 
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Adam Sraitli means by productive labour. 
The difficulty of classification above alluded 
to appears strikingly in this treatise. There 
is some plausibility in the system, and 
it is explained with ingenuity and ability; 
biit I think that the adoption of it would 
destroy all predsion in the Science of poli- 
tical economy* 

. Drfs. 19 and 20. I have nevar been abld 
to understand how the accumulation of cajpital 
and the difference between saving and spad- 
ing can be distinctly explained^ if we call all 
labour equally productive* . 

Def. 23. It is this gross surplus of the 
land which Aimishes the means of subsistence 
to the inhabitants oftowns and cities. Besides 
the rents of land, which are powerfully effec- 
tive in this respect, a large part of what, 
in the division of the produce of land^ would 
fall to the shares of the fanners and labourers, 
is exchanged by them for other ubjecis of 
convenience and gratification, thus giving the 

♦ €. iv. p. 834 
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main necessaries of life to a great mass of 
persons not immediately connected with the 
soil. The propoilion wliich this luiiss of 
persons may bear to the cnltivators will 
depend upon the natural fertility of the soil, 
and the skill with which it has been improved, 
and continues to be worked. 

Defs. 28 ofttd 30. In a valuable publication 

on the Price of Corrif and JVagxs of Labour^ 
by Sir Edward West, which has just fallen 
into my bands^ he proposes that, the price of 
labour should mean tlie sum paid for a given 
quantity of labour of a given character. I 
quite agree with him in tliinking that it would 
be useful to have some appropriate term to 
express tliis meaning; but, as the price of 
labour has certainly not hitherto been used in 
this sense, and as it would be, in almost all 
cases, extremely difficult to give an answer 
to a question respecting the price of labour so 
understood, it would certainly be proper to 
vary the expression in some degree, in order 
to prepare people for a new meaning. In 
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Definition 30, therefore, I have given this 
meaning to The jmce of effective labour. 

Def. SL It would save time and cux^um- ' 
locution, which is one of the great objects 
of appropriate terms, if^ in speaking of 
the laboui' worked up in commodities, the 
labour worked up in the capital necessary 
to their production were designated by 
the term accumulated labour, as contra- 
distinguished from the inmediatt labour em- 
ployed by the last capitalist. We must 
always recollect, however, that labour is not 
the only element worked up in capital. 

Def \ 38. I have used the word elcmentoii/, 
in order to show that money-costs are not 
meant. On account of the doubt which may 
arise in tliis respect when the temi costs of 
production is used alone, and the further 
doubt, whetlier ordinary profits are always 
included, I am decidedly of opinion that 
the conditions of the supplj/ is a more expres- 
sive and less uncertam term for the same 
meaning. I do not find, however, that gene* 
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tally it is so well iwderstood. I have de- 
fiaad, therefore^ the cqHs of production witk 
ibe addition of the word dmmUaiPjf, and 
including profits, as having precisely the 
same meaning as the conditions of the sup? 
ply. I once thought it might be better not 
to indiude profits in costs of production ; but 
as Adam Smith has included them^ and more 
paitimdaiiy as the prc^ts worked up in iiie 
oapiltal nepessary to any produption must form 
a part of Ae advanees or coats in any sense 
in which the word costs can be used^ I think it 
best^ on the whole, to include necessary pro 
fits in the elemmtary . costs of produdioa. 
They are obviously included hi thq necessary 
CMditioBS of the supply. 

JD^ 80 and 40. In speaking the qiuwy 
tity of labour lor which a commodity will 

exchange^ as a measure either of the cofuii? 
lions of its supply or of its value» '\i must 
always be understood, that the different kinds 
irf kiboqr wUoh nay hare been employed to 
produee itf must be reduced to labour of one 
description aud of the lowest deaiomination, 

8 
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namely, common agricultural day-labour, ^ 
iimated od ait average tfarooglioat the year. 
This is the kind of labour which is^wsqrii 
referred to when labour is spoken of as a 
mearare. 

Def. 57. It is not trae» as stated.by M« 

S^y, that prices rise in the direct ratio of the 
quantify demanded^ and the inverse tatio 4)f 
the qumUify snp^^ijdd.^ They only vary ia 
this way^ when the demand is imderstood 
to/inean the sacrifice which the. demandeia 
are . able and willing to make, in order to 
supply themselves . with what, they iwaat; 
which may be represented in regard to.piice 
by the quantity cS money ready to be.eoK 
ployed in purdiases in a market When the 
demand for labour is spoken of, it can only 
rekte to eaitent / and a greater demand caa 
only siguify a power pf commanding a grimier 
quantify of labour. 

Dcf. 59. The only productive consump- 
tioii^ properly so called, is the ocmstmption 

^Volil p. 17. 4Uieditioiu 
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or destractKHi of wealth by capitalists wiA 

a view to reproduction. This is the only 
marked line of distinction which can be 
drawn between product ve and unproductive 
consumption. The workman whom the ca- 
jMtalist mploys certainly consumes that part 
of his wages which he does not save^ as 
reveime, with a view to subsistence and en- 
joyment ; and not as capital, with a view to 
production* He' is a productive consumer to 
the person who employs him» and to the 
state^ but not^ strictly speaking, to himself. 
Ckmsnmption is the great purpose and end 
of all production. The consumption of wealth, 
as revenue, with a view'to support and enjoy* 
ment, is even more necessary and important 
ttmn the consumption of wealth as capital ; 
but their effects are essentially different in 
regard to the direct production of wealth, and 
tiiey ought therefore to be distinguished. 
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I AM far from meaning to present the fore- 
going definitions to thenotieeof iharaMkr 
a8 in any degree complete^ either in regard 
te eitmt^ oi* corraotness; In mtent^ tibesr 
have been purposely liinited, and in regard 
•io co r re ct negs, - 1 tai tod wdl aware- of the 
difficulty of the aiibject to think that I have 
succeeded in making my definitions embrace 
all I wishy and exdiido all I wish* I an 
strongly, indeed^ disposed to believe, that in 
the fldenoes ei morals^ pdities, aiad pblitiMl 
economy* which will not admit oi a change 
in tibe prindpal terms already in use, flie 
fall attainment oS this objeet is inqpossiUe; 
yet a nearer approach to it is always s(Hne- 
thing gained. 1 should not indeed have bee& 
gustified in offering tliese definitions to the 
puUic, if I had not fbought that they wei^ 
on the whole, less objectionablet and would 
be more usefid in explaining the ^erases of 
the wealth of nations than any which 1 had 
seen. But I am conscious of some anomalies, 
and probably there are some more of which 
I am not conscious. Knowing, however, that 
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tlie attempt to remove them might destroy 
usefiil classificaticms, I shall not comnder a 
'lew individual cases, of little importaace» as 
valid objections. 

It is known that Adam Smith gave few 
regular definitions; but the meanings in 
which he used his terms may be collected 
from the context, and to these I have^ in a 
considerable degree, adhered. For some I 
have been indebted to M. Say ; others are 
my own ; and in all^ I have endeavoured to 
follow the rules for the definition and use of 
terms laid down at the beginning of this 
treatise. I shall consider my object as fully 
answered, if what I have done, should sue- 
ceed in drawing that d^ree of attention to 
the subject which may lead to the production 
of something of the same kind, more oorrect 
and more useful, and so convincing as to be 
generally adopted. 
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